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With GNP having already executed a vigorous climb and forecasts} 
made (particularly in recent months) of a $590-billion figure as pa 
of attainment some time in the near future, what are the prospec? 
the implications of so high a GNP? Both sides of this question a 
lyzed in the Business Highlights lead-off article. The analysis also hy 
the ancillary questions of where the extra demand might appear anj 
many of the new billions in the total would likely, instead of add 
consumption, evaporate in inflationary puffs of cheapened money 
choice or necessity, businessmen and consumers alike now seem to- 
view of the future that extends beyond a half cycle of boom, and k 
the consequences.” ......--- Likt) Mca tay ene ve j 


The consistent stability of the wholesale price index over a period o 
than two years is investigated through the construction of a pseude 
index of the manufacturing sector. Some interesting inferences resul| 
a study of the two indexes. ........++++e+++- wise eee ah oan 


Metalworking Appropriations: 
A Gradual Resurgence 

In this pivotal sector of manufacturing, capital 
priations were generally resurgent during the | 
quarter of 1961. But mixed in with the appre! 
creases chalked up by some of the industrie 
some branches that continued to cut back their 
priations. Those leading in expansion progra 
cluded the motor-vehicle, aircraft, and nonel 
machinery industries. Prospects for increases © 
mary metals and other important industries a 


Capital Appropriations: Durables Recover 

Along with the’ revival in the second quarter of per- | 
sonal income, corporate profits, and inventory invest- 
ment, durable goods manufacturers evidently expanded 
their capital investment programs. An augury of com- 
ing heightened activity was the number of equipment 
project plans that evidently reflected the completion of 
earlier construction approvals. Treating the current 
situation in depth, the article includes meaningful 
comparisons of appropriation and expenditure swings 


now and in the two previous business cycles. . . page 11 f ; 
P y pag considered. ......... sls glibie di alte eigbe ate ena 


Recession and Rebound at Retail 


Improving Control over Capital Expenditures Reading against the pattern of past experient 


The problems encountered in the evaluation and con- 
trol of capital expenditures are discussed in this 
month’s Survey of Business Opinion and Experience. 
The 170 manufacturing firms participating in the sur- 
vey trace many of the problems to deficiencies in the 
original project proposals submitted for management’s 
decisions. What these deficiencies are and the methods 
generally employed to overcome them are set forth in 
the ‘report ‘starting on). 2). alka se os ee sj PaRe fae 
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would seem that conditions are ripe for a 
upturn in the consumer sector. Indicators 


toward near-by improvement are cited, as 
long-term trends in consumer demand patterns. * 


Business Bookshelf ............... pagel 
Mergers and Acquisitions .............+ 8 
Consumer Market Statistics ............ 8 
Selected Business Indicators ..........-- 98 


i 4 
Ana 


he Conference Board 


BISINESS» RECORD 


/ © National Industrial Conference Board, Inc. 1961 


)DY EARLY fall, expectations of a vigorous boom in 
: late 1961 and running all through 1962 had worked their 
}way thoroughly into the national consensus on the 
business outlook. At least among forecasters, confidence 
J with respect to the short-term trend had become so 
Jnearly total that projections were being run to the sec- 
ond and fourth quarters of 1962, with only occasional 
| condescending references to intervening quarters. 

| _ Something like a competition is now in progress to see 
) which forecaster can achieve the highest estimate for 
es national product for the end of 1962. The present 
record stands at about $590 billion, but it would not be 
7 surprising to see this topped in the near future. (The 
/ figure of $600 billion has not gone entirely unmentioned 
/ in recent weeks.) Paradoxically, as the evidence on the 
_ 1962 superboom turned a little uncertain at midsum- 
/ mer, the forecasts became more stridently bullish. 


_... at the $590-billion figure 


A 
|, As with all relatively radical forecasts, the superboom 
jenvisioned for all of 1962 needs a close look, if only to 
| \grasp its implications. Taking $590 billion as a fair 
‘measure of the more optimistic set of expectations for 
‘the fourth quarter of 1962, something like $75 billion of 
jadditional output (measuring from the $515-billion 
‘figure of the second quarter of 1961) has to be placed 
jamong the expenditure categories into which gross 
/national product is customarily divided. Spread over six 
|quarters, this represents $12 billion to $13 billion a 
‘quarter, or approximately a 9% rate of increase per 
|annum, to be maintained for a year and a half. 
_ Forecasts are not always explicit with respect to the 
' \price levels in which they are cast. Assuming an in- 
/erease of, say, 2% per annum in the price level, the price 
_ effect on GNP during the year and a half in question 
might amount to $15 billion. To the extent that the 
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Business Highlights 


GREAT EXPECTATIONS 


forecast of $590 billion is intended to be in presently 
prevailing prices, a current-dollar forecast of about $605 
billion is thereby implied. On the other hand, if the 
forecast of $590 billion is intended to be in then prevail- 
ing prices and involves an assumption of a price increase 
at 2% per annum, a forecast of $575 billion at present 
prices is thereby implied. The $590-billion forecast thus 
is the center of an unidentified but possibly considerable 
range, depending upon the price conditions of the fore- 
cast and the behavior of prices themselves. 


. in Current Prices 


If the forecast is assumed to be in current dollars, it 
implies an increase of about 2.2% per quarter in final 
demand (that is, excluding inventory changes) from 
now to the end of 1962. The figure for the comparable 
period following the 1954 trough was 1.8% per quarter; 
for the 1958 recovery, the rate of gain in final demand 
was 1.5%. In the first of the comparative periods, the 
rate of gain exceeded 2.2% in two of the six quarters; in 
the second period, the quarterly gain exceeded 2.2% in 
only one quarter. The gains in current-dollar GNP 
in these two preceding recoveries reflect a rate of price 
increase somewhat in excess of 144% per quarter; the real 
gains averaged about 114% and 1% per quarter. The 
forecast thus calls for a rate of recovery unmistakably 
although not outrageously superior to the rate prevail- 
ing in the two preceding recoveries. 

In and around 1955, government spending was rising 
only modestly, while in 1958 and 1959 it rose briefly and 
then stabilized. The presently foreseeable rate of in- 
crease in government spending is, of course, substan- 
tially greater than in the two comparative periods. 

On the other hand, inventory demand was exception- 
ally large in the two prior periods, the annual increase 
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The Demand for Output in Late 1962 


Projections based on past expansions: dollar figures in current prices 
4. . of components shows in chart. Excludes change in business inventories, 

and government purchases 
Sources: Department of Commerce; The Conference Board 
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n inventories in 1955 and in 1959 amounting to about 
6 billion. There is little present evidence that inventory 
yolicy will turn so sharply toward expansion over the 
ext several quarters, but it is certainly not out of the 
juestion, particularly in view of the possibility of a steel 
trike at mid-1962. 

With respect to government spending and inventory 
yolicy, it is at least possible to speculate that by the 
ourth quarter of 1962 these two components will be 
.ecounting for as much as $25 billion more GNP than 
hey accounted for at the trough of business in the first 
yuarter of 1961, when GNP was at a $500-billion rate. 
The $25 billion would encompass a swing in inventory 
rom minus $4 billion to plus $6 billion and a $15-billion 
ncrease in total government spending. More liberal 
han this it would be hard to get.) 


The Leftover $65 Billion 


The forecaster’s problem, in testing the reasonable- 
1ess of a $590-billion figure, is where the remaining $65 
jillion of increase can be expected to go. At current 
ates of increase, personal outlays for services could take 
nother $17 billion. This leaves $48 billion to dis- 
tribute among personal spending for goods, residential 
sonstruction, and plant and equipment outlays. Fore- 
sasters are on their own on how they would dispose of 
this impressive cornucopia of additional output. An 
wrangement that might minimize the improbabilities 
would be to put perlraps $3 billion in housing, $12 billion 
mm producer durables and nonresidential construction, 
and the remaining $33 billion in personal goods. This 
would yield a plant-and-equipment spending rate 27% 
above the level in the second quarter of this year and 
17% above the previous record of late 1957, and would 
increase personal goods spending by about $5 billion per 
quarter for the seven quarters. In the second quarter of 
1961, the increase in personal spending for goods 
amounted to $3 billion; no increase at all occurred in 
the third quarter. In the remaining five quarters of the 
forecast period, personal spending for goods would thus 
have to rise at a rate of about $6 billion per quarter. 
Since the Korean war, this rate has been reached only 
twice, and then in momentary bursts lasting a single 
quarter. 

This rough schematic of what $590 billion may mean 
suggests strongly that it will be hard to get there with- 
out a lot of help from (a) the consumer and/or (b) price 
inflation. The $590 billion forecast for the fourth 
quarter of 1962 seems to involve an unprecedented 
boom in consumption, or a resumption of price rises at 
much more than 2% per annum, or a weighted combina- 
tion of both of these developments. If the $590 billion is 
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interpreted to mean present prices, then of course infla- 
tion is barred as a contributor and to reach the target 
would take a true consumption superboom far outpacing 
even that of 1955. 

These are pleasant perspectives to contemplate, since 
it would be hard to envision any industry so sheltered 
from the business cycle as not to enjoy highly stimu- 
lated conditions if total activity were to rise so sharply. 
But as of late September, the state of the evidence on 
the development of the boom remains equivocal, and 
particularly so with respect to the behavior of prices and 
the spending of consumers. 

Judging from the last quarterly survey by the De- 
partment of Commerce, plant and equipment expendi- 
tures have now turned around, and the annual rate of 
outlays should rise by over $2 billion in the last half of 
this year. What little can be known of the rate of 
government purchases of goods and services suggests 
that by early September the spending rate was already 
being pressed upward sharply by post-Berlin develop- 
ments. Housing starts are back at a 1.3-million level. If 
we are to reach $590 billion by late 1962, the rate of 
increase in national output in the second quarter was 
about par for the course and the rate of increase in the 
third quarter was almost as rapid. Any chart of indus- 
trial production or of nonfarm employment would seem 
to point very nearly vertically upward over the past six 
months. Along with these measures of output, the in- 
come sides of the national account have risen with 
reassuring speed. Personal income in the third quarter 
evidently rose as much as $8 billion above the preceding 
quarter, and corporate profits, after a rapid advance in 
the second quarter, evidently rose moderately further. 


Boom Basis and Boom Psychology 


And yet the general feel of the United States economy 
toward the close of the third quarter was not yet that 
of a broadly based boom; slack still persisted in a num- 
ber of industries. Industrial commodity prices, on 
average, showed no response to the surge in output, and 
price reductions continued about as prevalent as price 
increases. In the machinery industries, where reliable 
anticipatory data were already pointing to expansion, 
the rate of orders was rising only moderately, and con- 
struction awards for industrial building were still in a 
slow decline despite a rapid recovery in the corporate 
cash flow. Businessmen have certainly grown more 
confident with respect to the outlook, but they have 
hardly jumped on a boom bandwagon yet. Nor have 
they bought a forecast of renewed rapid inflation, for 
there is no indication of protective ordering in either 
capital goods or inventories. 


And it is hard to find any evidence of boom psychol- 
ogy among consumers themselves. In fact, the most 
noteworthy disappointment in recent statistics has been 
the trendless behavior of retail trade at a time when 
personal income has been advancing so sharply. 

In the statistics on the personal sector (and to a 
lesser degree the business sector) the income series and 
the spending series have passed into a phase of tempo- 
rary dislocation. Purchasing power has risen much 
faster than end-product demand; a rising share of 
income has flowed into saving and a rising share of out- 
put has flowed in the direction of inventory. This dis- 
rupted condition of the statistics on the two major 
private sectors! can be interpreted cautiously to imply 
that the private sector is now hard to stimulate, or it 
can be interpreted optimistically to imply that the gap 
opened between income and spending foreshadows a 
fast recovery of spending to a more normal relationship 
with income in the near future. 

Questions about the character of business conditions 
in 1960 now focus sharply on this issue. Rising govern- 
ment spending and a reversal of inventory policy have 
led to more activity and more income. To what degree 
will plant and equipment spending and personal spend- 
ing now swing upward, in response to the tug of expand- 
ing cash flows? 


The Inscrutable Consumer 


While government has dominated the economic news, 
the 1962 outlook remains very much a function of the 
large variety of influences at work on personal spend- 
ing—the population mix, the rate of household forma- 
tion, levels of ownership, the level and distribution of 
debt, past and prospective changes in the capital values 
of homes and securities, as well as changes in personal 
income. The assumption that spending is uniquely 
related to income has, of course, a tail of ceteris paribus. 
While one would be surprised to find income and spend- 
ing heading in opposite directions, the two can readily 
enough proceed in the same direction at very different 
rates, which is what they have been doing in the past six 
months. The resulting remarkable spread in the saving 
rate indicates that the ceteris have temporarily not been 
paribus. 

To get to a $590-billion GNP, virtually all of the con- 
ditions influencing consumer spending will have to be 
favorable. In particular, most forecasters would agree 
that a substantial burst of instalment debt formation 


1 The obverse of increased saving in the private sector is, of course, 
an increased rate of dissaving in the public sector. In the second 
quarter, the Federal Government was running a cash deficit of about 
$7 billion a year despite a sharp rise in tax receipts. The deficit rate 
seems not to have declined in the third quarter 
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The Drift to Thrift 


quarterly rate 


Net financial saving is the increase ina 


Net personal saving is the residual Commerce Department estimate, seasonally adjusted a: 
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Il saving forms, less increases in individual debt. Ligt ‘ 


saving includes only cash and bank deposits, savings and loan shares and federal savi ' 


bonds 


liquid saving is part of net financial saving; reconciliations of net personal saving au 
net financial saving appear in Commerce Department national accounts 


Sources: Commerce Department; Securities & Exchange Commission; Home Loan Bank Boar 
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will be required to supplement income and accelerate 
| personal spending for durables. In 1955 and 1956, the 
‘combined increase in debt was slightly more than $8 
: billion; in 1959 and 1960, it was slightly more than $9 
“billion. To finance a level of durable goods spending 
‘approaching $50 billion annually (the present rate is 
about $42 billion) might require extensions of as much 
as $5 billion a month and repayments of perhaps $4.5 
‘billion, on average, over the next year. 

_ While the short-term debt of consumers has remained 
| stationary for several quarters, their asset position has 
certainly improved in the first three quarters of 1961. 
' Figures on saving and their composition are now avail- 
able for the first half of the year and suggest a very 
' uninflationary interest in holding liquid assets. In the 
1 third quarter, the rate of saving evidently rose to some- 
thing very close to a postwar record in terms of the 
| percentage of income saved, and almost certainly a 
- 


postwar record in terms of actual dollars. The increase 

in saving has taken relatively liquid forms—time and 
saving deposits, shares in savings and loan associations, 
'and very-recently United States savings bonds them- 
| selves. 
| The position of the consumer with respect to his debts 
| and assets is certainly an important variable influencing 
| his reaction to changes in income. Employment status 
is another and often overriding consideration. As re- 
| employment progresses in the months ahead, large 
| numbers of workers returning to jobs will find their 
credit status resurrected, after a period in which they 
| have been unwilling or unable to borrow and accord- 
| ingly have deferred purchases. This is the big cyclical 
| hope for consumption: about 1.5 million workers have 

already been added to nonfarm payrolls in the past six 
. months; they have also been added to the prospect 
| lists for durable goods. But whether their age distribu- 
_ tion, their debts, their assets, their existing stock of 
durables, and their expectations for the future will lead 
them into prodigious spending remains to be seen. 


Future Federal Spending 


These tentative gropings toward what life may be 
like at $590 billion suggest that those forecasts reaching 
up close to the figure in question, while they are cer- 
tainly not ruled out, should be handled gingerly. They 
are not assured by the foreseeable dimensions of gov- 
ernment spending. Indeed, they require so ample an 
expansion of demands in the private sector as to imply 
a full-blown cyclical expansion, with a rapid increase in 
private debt, a rapid growth in inventories, rising prices, 
a falling international trade balance, perhaps restrictive 
| Monetary policies, and almost certainly a growing 
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sensitivity to recession. In late 1959, the forecast con- 
sensus called for a superboom in 1960, perhaps followed 
by serious recession in 1961. The failure of that boom- 
and-recession pattern to generate its forecast propor- 
tions is suggestive with respect to 1962. By choice or 
necessity, businessmen and consumers alike now seem to 
take a view of the future that extends beyond a half- 
cycle of boom, and looks to the consequences.—A. T. S. 


A SHARP RISE IN 
HELP-WANTED ADVERTISING 


FOLLOWING a temporary halt in July, THe Conrer- 
ENCE Boarp’s index of help-wanted advertising vol- 
ume, computed from data supplied by B. K. Davis 
& Bro. Advertising Service, resumed its uptrend in 
August. 

By the close of that month, 17% of therecession-induced 
decline in advertising volume had been recovered; at 
a comparable stage in the two previous expansions, 
the recovery in want-ad volume amounted to 24% and 
35%. Although in previous recoveries unemployment 
remained at a high for a number of months, the series 
has “lagged” even more than usual this year, holding 
at only slightly below 7% of the labor force. 


Regional Differences 


The regional indexes of help-wanted advertising 
volume have been showing much divergence with re- 
spect to the timing of cyclical movements. In August, 
however, the South was the only major region of the 


Tre CONFERENCE BOARD's statistics on help- 
wanted advertising volume now appear in a monthly 
release available to Associates on request, without 
charge. The release carries the monthly help-wanted 
indexes for the nation as a whole, for four major 
regions, and for thirty-three individual cities. To be 
placed on the regular mailing list, write to the Division 
of Business Analysis. Also available without charge 
are copies of the Board’s Technical Paper, No. 9, 
‘'Help-Wanted Advertising as a Business Indicator,” 
which describes want-ad statistics, traces their his- 
torical record, and indicates their uses and limita- 
tions in forecasting. 
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Help-wanted Indexes and the Civilian Employment Rates 


in the United States and Four Major Regions 


Seasonally adjusted 
left-hand scale: 1957 =100 
Right-hand scale: per cent of civilian labor force employed 


Sources: B, K. Davis & Bro. Advertising Service; Department of Labor; The Conference Board 
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country to register a decline. But even in that region 
almost half of the 1960-1961 contraction had been 
regained. 

Lagging behind the rest of the country in their rate of 
volume recovery have been the Western states. By 
August, want-ad volume in that region had increased 
only 7% from the recession low, in contrast to 35% six 
months after the 1958 trough. 

In the Pacific Coast states employment has advanced 
one fourth and one sixth as fast as in the corresponding 
periods of 1954 and 1958, but unemployment has 
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increased instead of declining as in the previous two ~ 
recoveries. a 

The declines in aircraft employment have been 
strongly depressing factor in the regional picture. Total 
defense-related employment (aircraft, electrical ma-— 
chinery, ordnance, instruments, and_ shipbuilding), 
which count heavily in Pacific Coast manufacturing, 
have expanded considerably less in this recovery than 
they did following the two previous recessions (althougl 
it is highly probable that scheduled increases in defen 
outlays will reverse this picture in the near future). 
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Measures of Help-wanted Advertising Volume 
Seasonally adjusted; index numbers: 1957 = 100 
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In the North Central region, which is extremely 
sensitive to business cycle fluctuations, want-ad volume 


is still far below its prerecession level. Anticipated in- 


creases, however, in orders from automobile producers 
are expected to be a strong factor in labor expansion in 
such midwestern steel centers as Chicago, Detroit, and 
Cleveland as production accelerates on 1962 cars. In 
the Northeast and in the South, where the magnitude 


_ of changes in the number of want-ads placed has been 
| much less pronounced, a major portion of the decline in 
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help-wanted advertising has already been recovered. 
In the South the uptrend in help-wanted advertising has 
recently been accompanied by an increase in the em- 
ployment rate; a similar rise in want-ads in the North- 
east has not been associated with improvement in 
employment. 


Changes in Male and Female Indexes 


The indexes of male and female employment demand, 
as measured by the median-change index developed by 
the Metropolitan Life Insurance Company, continued 
to rise in July and August. The female help-wanted 
index has risen to the level reached last fall; the index 
for males is back to its midwinter rate, but still more 
than 15% below last August.—P. B. L. 


STABILITY IN WHOLESALE PRICES: 
FACT OR ILLUSION? 


THE WHOLESALE price index has maintained a 
remarkable stability for more than two years despite 
appreciable turbulence in the rest of the economy. This 
phenomenon has often been noted and at times regarded 
with respectful incredulity. In some quarters, the stabil- 
ity of the index has been invoked in affirmation of the 
soundness of fiscal and monetary policy. Recently, 
however, the behavior of the index has come under close 
scrutiny.? 

From the accumulated evidence in various trade and 
business journals concerning the many devices em- 
ployed in departing from list or posted prices, particu- 
larly at times of stress such as characterized most of last 
year, it is doubtful whether the Bureau of Labor Sta- 
tistics has been wholly successful in meeting its objec- 
tive of obtaining “from manufacturers or other pro- 
ducers [prices] subject to applicable trade and quantity 
discounts” or that it has succeeded in taking into ac- 
count ‘‘free deals and allowances when arriving at the 
net price for index calculation.’ 


“Hardening” of the Wholesale Index 


The stability of the index dates roughly from 1952 
when the list was expanded from about 900 to some 
1,900 items. Did the price structure of the economy in 
1952 undergo a really fundamental change characterized 
by smaller and less frequent changes in prices and was 

1 “Government Price Statistics,’’ Hearings before the Subcommit- 
tee on Economic Statistics of the Joint Economic Committee, Part 1, 
January 24, 1961, particularly, Staff Paper 8, “Statistical Factors 
Affecting the Stability of the Wholesale and Consumers’ Price In- 


dexes,” by H. E. McAllister, and Staff Paper 9, ““A Study in Validity: 
BLS Wholesale Price Quotations,” by J. A. Flueck 


2 BLS Bulletin No. 1236 


Prices and Production 


Production indexes: 1957 =100 
Price indexes: 1947 =100 
Sources: Bureau of Labor Statistics; Federal Reserve; The Conference Board 
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the new index with its broadened coverage better able Jj 
to represent this change? On this point, McAllister — 
found that “the increasing coverage of the wholesale [je 
price index has had the effect of making wholesale prices 
appear more stable than they are if one compares — 
fluctuations between the old and the new coverage. 
Increasing the size of sample and increasing the propor- -/ji 
tion of the more stable finished goods and semifinished — 
goods prices both contributed to minimizing its fluctua- jj) 
tions.’ 

It would seem, therefore, that the changing mix of the 
index toward a preponderance of finished and semi- 
finished products has decreased its sensitivity. If this is [J 
so, the most recent revision in January —when of a net 
addition of 212 new items 118 were added to machinery 
and motive products, 46 to metals and metal products, 
and 38 to chemicals—should see a further diminution in 
the sensitivity of this index. McAllister has shown that | 
the number of companies reporting prices for a given 
commodity has a significant bearing on both the varia- 
tion and bias of the index.? He demonstrated that the 
average number of price changes per item was con- 
sistently higher for those items for which more than one’ 
company reported and that there was additionally an |} 
upward bias in the reports of single company reporters. - 
In view of the fact that prices of more than 450 items’ 
were obtained from single reporting companies, this 
observation in itself could account for much of the 
behavior of the price index over the past nine years.° 

Finally, there is the suspicion that prices in the index 
tend toward list, a situation that has been attributed to: 
the difficulties of voluntary reporting plus the complica 
tions that companies face in computing their tru 
average prices. 


Changing Sensitivity 
The index assumed its characteristic immobility sub= 
sequent to its 1952 overhaul. Before then, changes in the! 
index of commodities other than farm products and foo 
conformed roughly to changes in industrial production.|9} 
Thereafter, however, the conformity became one sided,|} 
with the index tending to rise if production were rising!) 
and to flatten out if production were receding. 
There is, of course, no other index of comparable 
coverage against which the assertion of undue inflexi= 
bility might be tested. However, a serviceable index, 
while not wholly satisfactory, can be constructed for th 
manufacturing sector. A pseudo price index is computec 
by dividing manufacturers’ sales (adjusted for change . 
1 Ibid., p. 378 
2 Op. cit., p. 390f 


3 Flueck’s study comparing government contract prices with price 
quoted by the BLS confirms this finding of an upward bias in the 
BLS quotations and of the less frequent changes in BLS prices 
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the BLS series.! 

_ When compared with the wholesale price index for 
total manufactures (see chart), the constructed index 
jshows much greater short-term variability and fluc- 
‘tuates with production in both rising and falling phases. 
he constructed index for durable manufactures gives 
evidence of a similarly impartial cyclical flexibility and, 
an fact, seems to account for the basic cyclical contours 
bof the constructed index for total manufactures. For the 
mondurables, changes in production, which are of 
ismaller amplitude, are rather erratically represented in 
both the derived and the BLS indexes. A moving 
javerage that corrects for both seasonal and erratic 
‘influences, however, restores the broad cyclical con- 
formity to the constructed nondurables index. 

Over the long term (from 1952 on), the pseudo price 
index for total manufactures rises, showing a moderate 
trend in contrast to the marked upward trend for the 
official index. In addition, trends in each of the com- 
ponents of the BLS indexes are positive in relation to 
the corresponding pseudo prices. 

Whether this means that there has been no or little 
inflation at the wholesale level over the past nine years 
cannot be established on the basis of these comparisons. 
The results are not firm enough to make the assertion 
that the emperor wears no clothes. There may, in fact, 
be deficiencies in the components of the pseudo price 
indexes that give them their particular shape. It does 
not seem probable, however, that these imperfections 
jare likely to be so great or systematic as to change the 
Hevea indexes radically.” 


Heme Inferences 


On the basis of present and cited evidence it would 
seem that the image of wholesale price movements as 
depicted in the official index may be somewhat dis- 
torted in that the index has described stability where 
there may have been a downturn in prices. And its 
record of a continuing although moderate downturn for 
the first six months of 1961 may be only a tardy 
acknowledgment of revisions in some list prices after 
|large segments of industry had been completing transac- 


1A similar procedure was followed by McAllister for a number of 
narrowly defined industries (oc. cit.). His results are in general agree- 
}ment with the present findings 

2 The wholesale price index has a fixed weight structure, whereas the 
weight structure of the constructed indexes is variable, reflecting the 
diverging mix of activity. This is doubtless an influence on the con- 
jtrasting representation of price changes. However, even in studies 
where prices of individual commodities were compared (and the mix 
em was thereby minimized), the contrast in depicted price be- 

avior was similar to that shown above for the broader indexes 
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tions at appreciably lower levels. The pseudo price 
series, on the other hand, describes the reverse—an up- 
ward trend starting with the first quarter. It would not 
be unreasonable, therefore, to expect the BLS indexes to 
follow suit and rise in accordance with their usual re- 
sponse to upward changes in business activity.—L. B.S. 


UP WITH PRODUCTIVITY. 


PRODUCTIVITY has apparently advanced rapidly, 
in typical cyclical fashion, since the recession trough in 
February. Although reliable ways of measuring the 
degree of improvement are not available, some rough 
measures imply that output per man-hour in manufac- 
turing, which is an important element in total national 
productivity, advanced notably in the past half year. 
The ratio of production to man-hours in manufacturing 
has risen at a monthly rate of 0.8% from February 
through August of this year. During the downturn 
phase of the business cycle, from May, 1960, through 
February, 1961, there was no uptrend in this ratio. 
(Actually there was a nominal downward slope of 0.1% 
monthly.) While this measure of productivity is admit- 
tedly crude, it probably can be regarded as a valid 
indication of trend.! 

Historically, output per man-hour tends to rise during 
recessions at a declining rate, or to level off, or actually 
to fall. In the recovery phase it rises, with the sharpest 
advance generally occurring in the first full year after 
the trough. Thus, in the postwar period, the sharpest 
annual increases occurred in 1950, in 1955, and in 1959 
(see chart). If this pattern is repeated in the current 
cycle, a greater-than-average annual rise in productivity 
should occur in 1962. But because the 1961 trough 
came so early in the calendar year, a considerable 
annual gain in productivity may also appear in this 
year’s statistics. 

The general correspondence between the business 
cycle and productivity for the entire economy is 
strongly influenced by what happens in the manufactur- 
ing sector. Manufacturing, which is more responsive to 
the business cycle than the other two sectors, traces the 
most pronounced cyclical movements in output per 
man-hour. Even though manufacturing carries a weight 
of only a little more than one fourth in the BLS index 
of output per man-hour for the entire private economy, 
the cyclical movements in productivity in this sector 

1The Bureau of Labor Statistics, which is the official source for 
productivity figures, cautions that data on output per man-hour, ow- 
ing to statistical limitations (spelled out in its bulletin, “Trends in 
Output per Man-hour in the Private Economy, 1909-1958’), are to 
be regarded as general indicators of changes in productivity rather 


than precise measuring instruments. This refers to annual data. 
Monthly data are even less exact 


help give the total index greater cyclical correspondence 
than it would have were the manufacturing segment not 
included. 

Nonmanufacturing industries (excluding agriculture), 
which are largely service industries, are less sensitive to 
the swings of the business cycle. And agriculture, at 
least in the postwar period, has had its own cycles, 
which frequently were not in close agreement with 
movements in the rest of the economy. In the two 
recession years of 1954 and 1958, agricultural output per 
man-hour registered particularly impressive gains. In 
several years of general economic prosperity and greater- 
than-average increases in productivity in the rest of the 
economy, such as 1955 and 1959, the gain in agricultural 
output per man-hour flagged (see chart). 

Real product per man-hour in the private economy 
has risen at an average annual rate of 3.1% during the 
postwar period.! The striking feature behind this growth 
rate is the performance of the two components of 
productivity. From 1947 to 1960, there was a 57% rise 
in total output? in the private economy that was 
achieved with a rise of only 11% in employment and a 
mere 4% increase in man-hours. 

Broken down into major sectors, agriculture has 
enjoyed the largest annual increments, amounting to 
5.8%. This compares with 2.9% in manufacturing and 


1 Based on BLS man-hour data which represent man-hours paid. 
The annual rate of growth in output per man-hour in the postwar 
period based on Census data, which represent man-hours worked, is 
3.5% 


2 Gross national product in the private sector in 1954 dollars 


Trends in Output per Man-hour by Major 
Economic Sectors 


Index numbers: 1947-1949 =100 
“ Excluding agriculture 
Source: Bureau of Labor Statistics 
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2.3% in nonmanufacturing (excluding agriculture). Since 
1947, farm output has risen 28%, compared with a gaini 
of 58% in nonfarm production, consisting of a 55% rise 
in manufacturing output and a 60% advance in non- 
manufacturing output. Employment in agriculture, how- 
ever, has declined by about a third since the end off 
World War II, and man-hours have fallen even more 
sharply. The rapid rate of growth in output per man= 
hour in agriculture has had a pronounced positive in= 
fluence on measures of productivity for the economy as 
a whole. Annual increments in output per man-hour for 
the private economy, excluding farming, averaged 2.5% 
from 1947 through 1960, substantially below the rate of 
3.1% yielded when agriculture is included. Although the 
relative gains in output from 1947 to 1960 for the twe 
other sectors have been of similar magnitude, employ 
ment and man-hours in nonmanufacturing industries 
have expanded more than in manufacturing. Part oj 
the explanation of relatively rapid growth of nonmanu: 
facturing employment thus is linked with its relatively 
slow rate of growth in productivity.—S. S. H. 
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Fiscal Theory and Political Economy—A collection of eight essay? 
dealing with various aspects of public finance, six of whicl! 
have appeared previously in various economic journals: 
By James M. Buchanan. The University of North Carolin 
Press, Chapel Hill, N. C., 1960, 197 pages. $5. 


Management's Stake In Tax Adnministration—This is a record oF 
the annual symposium of the Tax Institute which dealt witll 
problems of tax administration in connection with the inj 
come tax, sales and excise taxes, property assessments, anq 
uniformity in state and local taxation. By Tax Institutes 
Inc., Princeton, N. J., 1961, 260 pages. $6. 


Advertising: Its Role in Modern Marketing—An introductory tex! 
on the subject, covering the place of advertising in the 
marketing program, the institutions of advertising, hove 
campaigns and individual ads are planned, advertisinj 
media, and the testing of advertising effectiveness. By 
S. Watson Dunn. Holt, Rinehart and Winston, Inc., 386 
ae Avenue, New York, New York, 1961, 621 pages 

7.00. 


Taxes and Economic Growth in Michigan. A Study Undertaken ay 
the Request of the Committee on Michigan's Economic Future—» 
An analysis of the tax structure of the State of Michigan by 
a panel of experts. The study stresses current deficiencie! 
and suggests reforms. By The Upjohn Institute for Econom 
Research. 709 South Westnedge Avenue, Kalamazoo, Michiga 
1960, 167 pages. $4.76. 


Regulation and Competition in Air Transportation—This book ex) 
amines the government's role in developing and regulatin 
the air transportation industry and explores competitivy 
aspects and basic problems, pointing out the special cha: 
acteristics that differentiate the air-lines industry front 
other federally regulated forms of transportation and publid 
utilities. By Samuel B. Richmond. Columbia University 
Press, New York, New York, 1961, 809 pages. $7.60. 
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Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, 
by Quarters, 1958-1961! 


Billions of dollars 


ALL MANUFACTURING 


Opening backlog......... 702g 7.041 6.89 6.32 5.92 
Newly approved......... 227.3 We 67 elo 9u. 2:09 3.57 
Committed or spent........ Pal CNR ol EPS Nt BOA Maa alal? dat | 1.95 


Glosing backlog... . 2.25.25 

[Capital expenditures...... 2 2A ee 220 2.06 224 1.76 
DURABLE GOODS 
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NONDURABLE GOODS 

Opening backlog......... 3200) 9 3.93 73:24 2°65 2.48 
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1 Based upon 602 reporting companies. All totals derived from unrounded data. 1955-1958 data for 507 reporting companies available upon request 


Source: The Conference Board 


CAPITAL APPROPRIATIONS: DURABLES RECOVER 


Tue second quarter of 1961 witnessed a sideways 
movement in capital appropriations newly approved by 
the 1,000 largest manufacturing companies. New plant 


and equipment programs in the hard-goods industries 


increased a fourth between the first and second quarters. 
This was their first increase in a year and one half, and 
their quarterly approval rate returned approximately to 
the level prevailing in July-September, 1960. The capi- 
tal appropriations trend was buttressed by this surge of 
optimism in the durable goods industries. 

The nondurable goods manufacturers exerted a down- 
ward pressure on the total for the second successive 
quarter. During the closing months of 1960, nondurable 
industry approvals had hit a four-year seasonally ad- 
justed high, sparked by a record-breaking increase of 
new construction programs in the petroleum industry. 
But the fourth-quarter pace was not sustainable, and 
nondurables contributed heavily to the appropriations 
downswing in the first quarter of 1961. By the second 
quarter, nondurable approvals were back at_ their 
former level of the second quarter of 1960 and near their 
third-quarter recession low. 
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The latest contraction in capital appropriations 
reached its nadir in the third quarter of 1960. The 
fourth-quarter boost in authorizations by the soft-goods 
group had raised the total by more than one fifth. But 
in the opening months of 1961, across-the-board cut- 
backs caused a slump of almost a sixth. In the second 
three months, the increase in capital funds set aside by 
the durable goods industries supported the manufactur- 
ing total at nearly the same rate as in the preceding 
quarter, only 2% higher than the low in July-September, 
1960. 


The Decline in Perspective 


Comparisons of the latest dip in business spending 
with the two preceding ones are made possible by the 
survey’s accumulation of more than eight years of 
information on approvals, cancellations, commitments, 
and outlays. How does the recent experience rank 
against the contractions of 1953-1954 and 1956-1958? 

Capital appropriations reached a cyclical high during 
the final quarter of 1959, according to the Board’s 
preliminary seasonally adjusted data. For the 602 re- 
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Tus is the twenty-first report on the continuing 
quarterly survey of capital appropriations newly 
approved for expenditure on plant and equipment 
by the thousand largest manufacturing companies of 
the United States. This survey is conducted by The 
Conference Board under the financial sponsorship 
of Newsweek. The first report on capital appropria- 
tions of the thousand largest manufacturing com- 
panies, published in The Conference Board Business 
Record for October, 1956, stated the purposes of 
the survey, its techniques, and scope. 

Except for revisions in the first quarter of 1961, 
the appropriations data shown in the present article 
are identical with those in The Business Record for 
July, 1961. 


porting companies, the seasonally adjusted rate in that 
period was over $2.5 billion. The low point of the recent 
decline was apparently touched in the third quarter of 
1960, when slightly less than $1.8 billion of new projects 
were approved. In percentage terms, the quarterly rate 
of appropriations was cut by about 28% in a space of 
nine months, or by almost 10% per quarter. 

The previous decline witnessed capital appropriations 
in retreat between the first quarter of 1956 and the 
second quarter of 1958. Approvals hit a high of about 
$3.1 billion in the first period and a low of $1.5 billion 
in the latter. Both durables and nondurables staged a 
significant comeback in the first quarter of 1957, but 
otherwise the decline proceeded steadily to its trough, 
five quarters later. Over-all, then, the rate of authoriza- 
tions declined some 52% during nine quarters of con- 
traction, for an average quarterly decrease of almost 6%. 

In the first experience of cyclical decline covered by 
this survey, approvals dipped by almost 15% from the 
third quarter of 1953 to the first quarter of 1954, or by 
somewhat more than 7% per quarter over just two 
three-month periods (assuming that the survey record, 
which commences in 1953, provides a complete log of 
that cycle). 

In terms of average quarterly decline, therefore, the 
recent contraction was somewhat sharper than the 
previous two, which were more or less similar each to the 
other, according to this way of measuring them. In 
terms of duration, however, the recent decline stands 
much closer to the mild 1953-1954 contraction. 

This perspective upon the past, however, assumes 
that the subsequent survey record will allow the third 
quarter of 1960 to stand as the low point of the recent 
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“cycle” in capital appropriations. In dispensing with: 
this assumption, we would have to erect the alternative: 
hypothesis that the latest reading on capital appropria-" 
tions may simply represent another step in a downward 
progression—a conservative supposition indeed. 

The 602 reporting companies approved a little more. 
than $1.8 billion in the second quarter of 1961, some™ 
27% less than the peak rate during the final three 
months of 1959, six quarters earlier. Six quarters after: 
the previous cyclical high in the first quarter of 1956, 
the approval rate was some 43% lower. Thus, in erring’ 
farthest on the side of safety in our assumptions, the’ 
statistics show that the recent cutback was significantly 
less severe than the previous one. (Comparison with 
1953-1954 on this basis is not possible, since that decline 
was too brief.) 

This method of weighing the recent downturn seems. 
reasonable because of the similarity it bears to the’ 
previous one. In each case, after one year the decline in 
approvals was broken by a significant recovery, only tor 
relapse in the following quarter. (For this reason, to 
compare the rate of decline between the last quarter of 
1959 and the third quarter of 1960 with that of the third! 
quarter following the previous peak would be to defy. 
what we know by hindsight of the subsequent record of 
that earlier cycle.) : 
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A Shorter and More Severe Decline ; 


To sum up, under the assumption that the recent. 
downturn touched its lowest point in the third quarter’ 
of last year, it appears much shorter but a bit more’ 
severe than the previous decline (about as brief but 
sharper than the 1953-1954 slowdown). But when wer 
note the similarity between this and the 1956-1958! 
experiences, and entertain the supposition that this one 
may proceed on a similar course in subsequent quarters, 
it emerges thus far as considerably milder. 

The parallel with the previous recession breaks dowiill 
however, at one crucial point—the relapse from their 
brief recovery in the first quarter of 1957 dropped 
approvals some 7% below their rate in the last quarter” 
of 1956. But, in the first quarter of 1961, the rate of 
new appropriations was still above that in the quarter: 
preceding their abortive turnabout at the end of 1960. 
And since the rate in the second quarter this year 
remained roughly equal to that in the first quarter, the: 
trend does not bear the appearance of a continuation of 
last year’s recession. 

The lack of a decisive upward movement since the 
second half of last year, however, is cause enough for. 
pause in drawing a firm conclusion about the underlying” 
direction of manufacturers’ capital appropriations. 
Nevertheless, the sharp recovery in durables during 
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April-June is encouraging. Indeed, the two earlier 
recoveries (early in 1954 and 1958) were signaled by the 
hard-goods industries. If this scheme of things is still in 
operation, then the third quarter of 1960 may indeed 
mark the end of the recent capital-goods contraction. 

Returning, therefore, to the hypothesis that the 
latest contraction came to an end in the third quarter 
of 1960, there is still the problem of evaluating the prob- 
able effect of the recent modest increases in authoriza- 
tions upon the rate of expenditures. 


Cancellations, Spending, and Backlogs 


Here several more pieces must be fitted into place 
before the pattern of expenditures can be clarified. Be- 
sides the inflow of new appropriations, the withdrawal 
of funds from canceled projects directly influences the 
pace at which current and prospective outlays are made. 

Cancellations rose by 50% from their rate in the final 


Table 2: Trends in Capital Appropriations of 
Reporting Companies, 1959—1961! 


Newly Committed Closing 
Approved or Spent Backlogs 
Industry 6016060606060 
to to to to to to 
"61 1 '61 l1'61 16] "61 1 '6) 
ALL MANUFACTURING ... —10 —17 —-14 — 6 —14 —16 
DURABLE GOODS 
BMDUS TRIES 3.045 sisters eines —19 —37 -—23 —19 -—25 —26 
Primary iron and steel.... —63 —50 —36 -—27 —43 —38 
Primary nonferrous metals —50 —15 — 8 —22 —24 — 7 
Electrical machinery and 
equipment.......... —34 -—38 — 3 +3 -—20 —10 
Machinery, except 
Blectrical’s cheese eats +24 -—-36 -—-17 -—-18 +5 — 5 
Motor vehicles and 
equipment.......... +21 —11 —27 -—23 —10 —42 
Transportation equipment, 
excluding motor vehicles +66 —36 — 5 +15 + 3 —12 
Stone, clay, and glass 
Products eho nce. ila es +51 —32 -—28 -—22 — 8 —26 
Fabricated metal products —33 —76 —31 —45 —19 —2]1 
Instruments and photo- 
graphic equipment.... +24 —16 +20 + 4 +11 + 4 
Other durable goods?... +14 +13 —13 —23 — 8 —16 
NONDURABLE GOODS 
ANDUSTRIES So vos 2 —-1-—-4-—-5 +7 Oo — 3 
Food and beverages.... +11 +45 +19 — 4 +25 +28 
Textile-mill products. .... 0 —42 -—30 — 3 —24 —-31 
Paper and allied products —34  —29 —24 —13 —22 —20 
Chemicals and allied 
Products i. ans pa =O) =w6e c-Si 20 — 6 | 
Petroleum and coal 
Productssc- tte wiaa 18. — 5 —12 + 6 +12 — 3 
Rubber products....... —33 —39 —9 —2 —21 -—13 
Other nondurable goods? +69 +45 +31 +38 + 2 — 6 


_ _ ES 2 6 
1 Based upon data in table 3. Industry totals are rounded 
2 Includes lumber products, furniture and fixtures, and miscellaneous manufactures 
3 Includes tobacco, apparel, printing and publishing, and leather products 

Source: The Conference Board 
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Table 3: Proportion of Appropriations for 
Plants, 1959—1961! 


In per cent 
1959 1960 1961 
Industry ul Ul lV | iH Ul IV 1 ll 
ALL MANUFACTURING.... 33 38 25 28 24 27 28 32 28 


DURABLE GOODS 
INDUSTRIES 20 > 3 ee Jor 32) 12760 926 023 ©2923 ecaee2e 
Primary iron and steel... 36 19 17 20 16 32 16 62 26 
Primary nonferrous metals 36 28 20 25 30 30 17 25 19 
Electrical machinery 


and equipment....... 46° 401525 9347 247 33. 31 eee 2a 
Machinery, except 

elect¥icalis.. 4256.2. .0- LT sOp2. 18h 1s 225s 15 eee 20 
Motor vehicles and 

equipment........... 19 18 18 613) 13°710 5 10 


Transportation equipment, 

excluding motor vehicles 46 50 38 35 34 35 32 52 37 
Stone, clay, and glass 

products... 5. sso 94 (A6™ 387 9° 33'050 52" 257 37 46 
Fabricated metal products 13 39 49 36 12 14 18 28 25 
Instruments and photo- 

graphic equipment.... 23 18 34 14 47 8 17 17 64 
Other durable goods?... 68 4 40 20 31 30 31 30 12 


NONDURABLE GOODS 


INDUSTRIES......... 29445249 31) 2695255: 350 So 226 
Food and beverages.... 35 33 22 22 35 26 35 37 29 
Textile-mill products..... D129 42. 20225) 9 a Salome 


Paper and allied products 11 58 27 9530) 22029520 ne 
Chemical and allied 


products... aaa ene Al” 49) (25 (746 -27 93) 040) 93330 
Petroleum and coal 

products.) 35,3 Gae% 2s. cal? shat Be itd Ban? Mei Mare ee 
Rubber’ products s,. 32-25 113-) GIS25)) 12 810 pe 9s See eee 


Other nondurable goods? 16 14 10 17 31 23 34 20 29 


1 Based upon 465 companies reporting appropriations separately for plant and equipment 
for all quarters. Petroleum industry is excluded 


2. Includes lumber products, furniture and fixtures, and miscellaneous manufactures 
3 Includes tobacco, apparel, printing and publishing, and leather products 
Source: The Conference Board 


quarter of 1959 (when approvals were at their last peak) 
to their level in the third quarter last year. The peak-to- 
trough increase in cancellations during the 1956-1958 
recession, in contrast, came to 250% and that during the 
1953-1954 dip was about 70%. The actual quarterly 
amounts stricken from the books in the latest decline, 
moreover, have not approached, let alone exceeded, 
those canceled in the previous two downturns. 

At the same time, the quarterly sums newly approved 
in the last stages of the recent decline were considerably 
greater than those in the comparable phases of the 
previous ones. Consequently, the net quarterly addi- 
tions to capital programs at the bottom of the recent 
cycle remained in excess of those in the similar periods 
of the two earlier experiences, leading to less stringent 
restrictions upon expenditures. 

Outlays themselves were a sixth lower at their latest 
cyclical peak than at the previous one in the third 
quarter of 1957, and they remained lower than the 
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previous quarterly stream of capital payments during 
its first five quarters of decline. 

Hence the relationship between the net additions to 
the reservoir of authorized funds and the drainage of 
funds in actual outlays resulted in much smaller de- 
pletions of the appropriations pool during the latest 
contraction. In the third quarter of 1960, when ap- 
provals were at their low and expenditures attained 
their peak, the backlog of uninvested authorizations 
was lowered by an estimated $580 million. In the second 
half of 1957 and the first six months of 1958, backlogs 
were, in contrast, reduced by about $600 million to $1 bil- 
lion. And during the downswing of 1953-1954, they 
were run off at a rate of $440 million to $130 million. 

In the fourth quarter of last year appropriation back- 
logs stabilized, while in the first and second quarters 
they were depleted by about $320 million and $240 
million, respectively. In the recent decline, the down- 
ward pressures exerted by the depletion of approval 
backlogs therefore appear to rank in intensity between 
the two earlier contractions. Perhaps this relationship is 
as good as any indication of the place to be accorded 
last year’s downturn. 


Recovery Patterns Mixed 


Thus far actual expenditures have fallen less than 
15% since their high in the third quarter of last year. At 
a comparable point in the 1953-1954 slowdown, outlays 
had fallen half as much but in the recession of 1957-1958 
they dropped ‘a third from their peak rate. Here, again, 


the statistical evidence indicates that the severity of. 


the recent contraction ranks midway between the last 
two. 

So much for the declining phase of the present cycle. 
But the trend of expenditures, an important element in 
any general resurgence of the economy, must be simi- 
larly appraised against the background of the past. 
From the third-quarter-1960 low to their position in the 
second quarter of this year, capital appropriations rose 
by only 2%. This rise compared with third-quarter gains 
of 44% and 28% following the end of the declines in 
1958 and 1954. 

The effect upon expenditures of the gradual upward 
progress of approvals thus far in 1961 is difficult to 
gauge properly, however, by concentrating attention 
upon these simpler relationships and ignoring the 
changes that occur in unexpended appropriation back- 
logs during a period of cyclical reversal. As long as 
expenditures are being made at a faster rate than new 
projects are obtaining top-management approval, there 
is little possibility of a significant increase in spending. 
A speed-up of existing projects is possible, then, only 
within rather narrow limits, and there seems little incen- 
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tive in a period of generally falling spending to hasten 
such programs. The upward or downward movement of 
backlogs, therefore, forcefully affects the probable direc- 
tion of subsequent expenditures. 

Thus the recovery of capital spending in the second 
quarter of 1955 was preceded by two quarters of sig- 
nificant increases in project backlogs, while one quarter ~ 
of resurgence in backlogs foreshadowed the recovery of ~ 
outlays in the first quarter of 1959. Clearly, then, there ‘ 
is characteristically some lag between the initial author- 
ization of a capital program and the time when it is 
being executed at top speed. That is, for almost any 
project, some “start-up” and “warm-up” time seems 
involved. For this reason, backlog changes have pro- 
vided some advance indication of changes in spending. 


Indications for Nondurables Outlays 


In the final quarter of 1960, backlogs held steady 
after two quarters of decline, but in the first two — 
quarters of this year they fell off once more. During 
these three quarters, the durable goods industries con- 
tinued to deplete their backlogs, and the moderation of 
the over-all decline stemmed entirely from boosts in | 
capital appropriations posted by some of the nondurable | 
goods groups. 

It is noteworthy that these hikes, were centered in the 
food and beverage, chemical, and petroleum industries, — 
for according to the quarterly survey of plans for plant — 
and equipment spending that is conducted jointly by — 
the United States Department of Commerce and the ~ 
Securities and Exchange Commission, these are the — 
industries that figure most prominently in the indicated _ 
increase of capital outlays by the nondurable goods | 
sector during the second half of this year. 

According to THE CONFERENCE Boarp’s survey, the © 
capital appropriations of all three industries jumped ~ 
sharply during the second half of 1960 and the first - 
quarter of 1961. Since these increases were sufficient to — 
boost the backlog of the entire soft-goods group, it : 
seems very likely to post some spending gains in the 
second half of this year. This advance may be short- 
lived, however, because the appropriations of all three — 
industries dropped considerably from the first to the — 
second quarter, while no other nondurable goods indus- - 
tries scored large enough gains to offset the decline. — 
Consequently, another moderate depletion of backlogs — 
occurred, once more placing the group’s future spending — 
under adverse pressure. The prospect would, of course, — 
be brightened by another increase in appropriations in © 
the third quarter. 


Durables Gains Sighted 
Through the second quarter of 1961, the hard-goods 
industries had registered six consecutive quarters of — 
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Appropriations Stabilize . . . 


Based upon information in billions of dollars, seasonally adjusted, for 602 reporting 
companies 


Changes in backlogs equal to new appropriations minus expenditures and cancellations 
In billions 
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Source: The Conference Board 
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Three Approval Cycles Compared 


Capital appropriations at latest troughs and in second quarter of 1961 
are expressed as percentages of preceding peak values and compared 
with corresponding points in two precedina cvcles 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1961, by Quarters’ 


Millions of dollars 


1958 1959 1960 1961 
| I Wl IV | I Ml \V | Il il IV | 
ALL MANUFACTURING 
Opening backlog...... -6,571 6,616 5,877 5,410 5,073 6,270 6,452 6,475 6,683 7,690 7,106 6,343 5,900 
Newly approved...... 2117 1,974 1,279) 1,684 2,876 2,121 1,950 2,441 3,018 1,836 1,423 2,008 2,498 
Committed or spent... .. 1,739 1,833 1,613 1,792 1,555) 1,849 1,770) 2159 1,896 2,261 2,126 2,396 1,781 
Canceled. 2.5), samc. Old 287 142 257 121 106 138 116 102 138 97 171 120 
Closing backlog....... 6,635 5,879 5,410 5,044 6,274 6,455 6,504 6,625 7,702 7,122 6,310 5,811 6,497 


[Capital expenditures... 1,836 1,894 1,673 1,803 TALQUGU 7 SU GPL 7 212 ur A 1,809 2,242 2,172 2,399 1,720 
DURABLE GOODS 


Opening backlog...... 3,733 3,496 3,318 3,164 3,111 3,686 3,875 3,844 4,062 4,234 4,024 3,615 3,234 
Newly approved...... 679 706 612 884 13369.) 1,151 877 41,395 1,206 942 662 787 75F 
Committed or spent... .. 796 819 731 818 735 936 850 1,072 958 1,099 1,030 1,170 780 
Canceled? 2 o5- 2.2 soe aie 121 61 41 116 51 35 54 43 68 35 49 78 66 
Closing backlog....... 3,500 3:316.) 3,160, (3);12 3,690 3,876 3,849 4,071 4,242 4,037 3,608 3,157 3,145 
[Capital expenditures... 887 906 808 831 644 837 807 1,062 914 T1205 1,107, V2) 779 

PRIMARY IRON AND STEEL : 
Opening backlog...... 1,378 SV2360 3270 1 oko 1,289 1,662 1,737 1,679 1,880 1,890 1,806 1,561 1,238 
Newly approved...... 147 356 229 236 584 331 129 528 328 300 130 107 165 
Committed or spent..... 275 260 239 250 204 255 186 326 313 379 369 424 229 
Canceled 5.06. ease 10 6) 1 12 3 1 1 1 5 1 7 5 2 
Closing backlog....... 1,240), 13332) 1,316) (15289 1,662 1,737 1,679 1,881 1,890 1,806 1,561 1,239 1,172 
[Capital expenditures... 298 306 261 248 187 232 173 312 299 382 389 395 247 

MOTOR VEHICLES AND 

EQUIPMENT 
Opening backlog...... 428 445 358 292 252 285 374 331 340 328 268 278 203 
Newly approved...... 116 43 53 60 146 224 117 157 151 137 170 91 135 
Committed or spent..... 88 110 101 91 96 132 157 142 146 191 154 162 112 
Canceled. Ors Senta 17 20 19 9 16 17 5 4 11 7 9 3 32 
Closing backlog....... 445 358 292 252 285 374 330 340 332 268 276 203 194 
[Capital expenditures... 109 120 106 88 84 109 134 146 132 181 185 166 103 


TRANSPORTATION EQUIPMENT, 
EXCLUDING MOTOR VEHICLES 


Opening backlog...... 160 159 140 127 156 164 145 141 149 170 151 133 157 
Newly approved...... 43 25 28 74 51 44 45 62 PA 29 33 60 49 
Committed or spent..... 45 42 40 45 44° ~=661 45 50 48 44 49 52 55 
Canceled... co cune ss 1 2 1 5 1 1 1 5 7 4 2 3 a 
Closing backlog....... 159 135 128 149 163 146 144 149 170 151 133 ile ¥e 150 


[Capital expenditures... 46 44 38 41 41 54 45 53 50 53 49 51 42 


STONE, CLAY, AND 
GLASS PRODUCTS 


Opening backlog...... 212 187 162 186 180 199 241 291 283 317 298 269 219 
Newly approved...... 51 51 79 74 93 LZ, 126 112 118 75 46 49 80 
Committed or spent..... 62 68 54 73 68 72 78 99 79 93 83 90 62 
Canceled 22-8042 16 5 2 6 7 1 2 7 4 7 2 9 3 
Closing backlog....... 187 162 185 182 199 241 287 284 318 299 262 222 234 
[Capital expenditures. . . 65 76 59 63 61 82 82 87 80 103 94 101 64 
PRIMARY NONFERROUS METALS 
Opening backlog...... 453 380 278 263 188 229 214 254 219 213 246 238 209 
Newly approved...... 56) 9} 33 17 93 56 94 34 53 90 41 36 45 
Committed or spent..... 120 106 45 53 51 68 54 64 55 52 49 60 43 
Canceled fai... a's:..3.5 5 8 8 3 40 3 2 4 4 3 5 a 3 10 
Closing backlog....... 380 278 263 187 228 214 254 219 215 246 238 209 200 


[Capital expenditures... 109 85 71 72 59 70 60 73 55 52 50 62 45 


ELECTRICAL MACHINERY 
AND EQUIPMENT 


Opening backlog...... 582 578 569 504 500 538 571 605 614 663 648 594 609 
Newly approved...... 86 96 55 162 134 168 193 189 190 149 128 184 118 
Committed or spent..... 77 95 112 133 83 124 120 165 122 133 159 179 126 
Canceled fei iste tines. 13 15 13 27 12 17 39 14 22 7 21 25 6 
Closing backlog....... 578 565 500 507 539 571 605 615 662 674 596 580 598 
[Capital expenditures... 94 110 125 142 a7. 104 120 164 106 136 143 206 116 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1961, by Quarters! (Continued) 


Millions of dollars 


1959 


IN 


MACHINERY, EXCEPT 

ELECTRICAL 
Opening backlog...... 3 
Newly approved...... 
Committed or spent.... . 
Canceled. 42... ; Ss... 5 
Closing backlog....... 3 
[Capital expenditures... 


FABRICATED METAL PRODUCTS 


Opening backlog...... 
Newly approved...... 
Committed or spent..... 
Gdnceled>. 5.250... 
Closing backlog....... 1 
[Capital expenditures. . . 


INSTRUMENTS AND 
PHOTOGRAPHIC EQUIPMENT 
Opening backlog...... 
Newly approved...... 
Committed or spent..... 
Canceled. ..:......:. 
Closing backlog....... 

[Capital expenditures... 


OTHER DURABLE GOODS 

INDUSTRIES? 
Opening backlog...... 
Newly approved...... 
Committed or spent..... 
Canceled. ......<52..+% 
Closing backlog....... 
[Capital expenditures. . . 


NONDURABLE GOODS 
Opening backlog...... 2,8 
Newly approved...... 1,4 
Committed or spent..... 9 
Canceled... s6 2.60.2 1 
Closing backlog....... 3,1 
[Capital expenditures... 9 


FOOD AND BEVERAGES 
Opening backlog...... 1 
Newly approved...... 1 
Committed or spent..... 
Ganceled.... 12a. eas 
Closing backlog....... 2 
[Capital expenditures. . . 


TEXTILE-MILL PRODUCTS 
\ Opening backlog...... 
Newly approved...... 
Committed or spent..... 
Canceled... 3. 2... 
Closing backlog....... 
[Capital expenditures. . . 


PAPER AND ALLIED PRODUCTS 
Opening backlog...... 3 
Newly approved...... 
Committed or spent..... 
Conceled. 5.2... 2. .ss 
Closing backlog....... 2 
[Capital expenditures. . . 
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27 


279 
103 
94 
17 
258 
104 


Table 4: Capital Appropriations for Reporting Companies, 1958-1961, by Quarters! (Concluded) 
Millions of dollars 
1958 


1959 1961 


| i} Ul IV | MW Ul IV | Wl IV 

CHEMICALS AND ALLIED 

PRODUCTS 
Opening backlog...... 1,267 1,156 917 719 719 730 791 966 1016 1EVS1 Wa34" 093 1072 36 
Newly approved...... 251 181 148 215 215 288 398 340 372 287 267 305 349 259 
Committed or spent..... 289 303 271 197 197 214 214 264 231 306 309 353 277 330 
Ganceledt hrs < eae aee 63 133 11 5 5 17 9 5 7 9 6 jf 8 13 
Closing backlog....... 1,167 913 794 732 732 790 966 1,032 WIAD 1122 088) a107,7, TU37 eo 1j052 
[Capital expenditures... 291 302 264 194 194 211 214 268 235 311 308 353 274 326] 

PETROLEUM AND COAL 

PRODUCTS 
Opening backlog...... 867 1,273. 1/039 865 650 1,165 1,062 846 756 1,397 1,019 823 823 1,358 
Newly approved...... 949 318 298 325 988 371 318 404 1,094 296 239 608 1,038 349 
Committed or spent..... 417 466 397 470 415 430 444 §25 44] 533 446 546 469 467 
Canceled. 002 Gate. cca 122 83 74 97 58 43 69 53 10 78 36 59 37 41 
Closing backlog....... 1,276 1,040 865 623 1,166 1,065 867 676 1,401 1,079 775 826 1,35 5sle207; 
[Capital expenditures... 415 436 375 463 375 435 449 531 402 502 422 505 412 469] 

RUBBER PRODUCTS 
Opening backlog...... 91 92 77 67 62 80 101 141 158 183 198 AZ 145 160 
Newly approved...... 37 22 30 30 47 64 80 69 70 73 39 40 60 49 
Committed or spent..... 35 32 29 32 27 41 39 50 43 55 58 67 42 50 
Canceled) .c.). enemies: 1 5 17 3 1 3 a 2 3 3 2 6 ¥ 3 
Closing backlog....... 92 77 67 62 80 101 142 158 183 198 177 145 160 157, 
[Capital expenditures. . . 35 33 25 32 25 38 34 48 40 48 51 59 44 48] 

OTHER NONDURABLE 

GOODS INDUSTRIES? 
Opening backlog...... 62 58 60 71 66 61 64 53 52 50 50 55 49 47 
Newly approved...... Us 20 29 18 14 25 6 17 11 16 16 12 16 Pf 
Committed or spent..... 19 18 17 21 20 20 16 16 13 16 16 25 18 21 
Canceled). -ioccis dine. a 1 a 2 a 2 1 a a 1 a a a 1 
Closing backlog....... 58 60 71 66 60 64 53 54 50 50 50 42 47 51 
[Capital expenditures. . . 18 21 20 17 16 20 19 19 16 17 We 23 19 20] 


1 Based upon 602 respondents. All tables derived from unrounded data. (Information reported by 507 companies for 1955-1958 available upon request) 


2 Includes lumber products, furniture and fixtures, and miscellaneous manufactures 
3 Includes tobacco, apparel, printing and publishing, and leather products 
a—Less than $500,000 

Source: The Conference Board 


backlog cuts. In the first half of 1960 these averaged 
close to $120 million per quarter, while in the second 
half of the year they hovered narrowly around $360 
million. They remained at the latter mark during the 
first quarter of this year. But they receded in the second 
quarter to the $120-million rate of a year earlier, owing 
to the sizable ($160 million) increase in appropriations. 

Half of the ten groups represented in the durable 
goods aggregate raised their approvals (after seasonal 
adjustment) from the first to the second quarter of this 
year, thus helping to reduce the drain upon backlogs. 
These were nonelectrical machinery, motor vehicles, 
other transportation equipment (aircraft, ship, and 
railroad equipment), instruments, and stone, clay, and 
glass. Primary nonferrous metals showed no movement 
between the two quarters. Capital allocations declined 
in primary iron and steel, electrical machinery, and the 
metal fabricating industries. In the capital appropria- 
tions recoveries of 1954 and 1958, the nonelectrical ma- 
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chinery and primary metals industries were in the 
vanguard. 

The resurgence of durable goods approvals during the 
second quarter and the associated narrowing of the gap 
between approvals and outlays, with its milder depletion 
of backlogs, is a long step toward reversal of the decline 
in this important group’s expenditures. The record of 
the survey indicates, however, that authorizations must 
rise above expenditures and bring about a reversal from 
liquidation to accumulation of backlogs before spending 
can rise. 

The logic of formal capital programming also implies 
a recovery in backlogs before a resurgence in expendi- 
tures. The two events could presumably coincide within 
the same three-month period, given a sufficiently sharp 
boost in authorizations for machines and equipment 
whose order-to-installation periods are so brief. But 
experience suggests that this phenomenon is uncommon, 
for in the past two cycles additions to backlogs preceded 
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boosts in outlays. Thus far the recovery of durables 
approvals has not proceeded to the point of reversing 
the downward movement of backlogs. And although a 
rise in durables expenditures during the third quarter is 
conceivable, it seems somewhat remote. 

Between the first two quarters of 1961, durables 
appropriations, net of cancellations, increased more than 
a fourth, and this group’s spending declined by a little 
over 8%. If approvals rise only by half as much and out- 
lays decline by half as much as they did between the 
first two quarters, a modest backlog increase would take 
place in the third quarter. Since business in late summer 
and early fall continued upon the moderately rising 
course that characterized the late winter and spring 
months, such a modest projection seems reasonable, if 
conservative. Under these assumptions, capital spend- 
ing by the durable goods industries could move upward 
in the final quarter of 1961. Unfortunately, the influ- 
ences upon business capital investment extend further 
beyond the business sector than they did in 1954 and 
1958. International political developments, themselves 
unpredictable, may have unforeseeable effects upon 
capital programming. 


Advance in Durables Broadly Based 


The second-quarter boost in appropriations by the 
durable goods industries occurred on a widening base of 
company participation. The percentage of companies 
reporting higher approvals than a year earlier rose from 
32% in the first quarter—the low point of this so-called 
diffusion index during the recent downturn—to 47% in 
the second. 

Two facets of these figures are of importance. First, 
the increase was the sharpest ever recorded by durables 
(or nondurables) in the history of the survey; and, 
second, the low of 32% touched in the first quarter of 
1961 was still well above the trough rate of 28% posted 
in the first quarter of 1958. Evidently the recent busi- 
ness slowdown did not adversely affect as many com- 
panies as earlier, and many more firms in a broad array of 
industries recently experienced business improvements. 

The diffusion of appropriations for the nondurable 
goods industries has thus far risen for two quarters, but 
more gradually than in the hard-goods sector. The low 
reading of 41% in the fourth quarter of last year, like 
that for durables, was well above the 37% rate at the 
bottom of the recession early in 1958. In the first 
quarter of 1961 the index rose to 44% and in the latest 
survey quarter it hit 45%. Not only has the rise been 
more gradual, but the durable goods index now stands 
higher. It should be pointed out that stability is a 
typical trait of this measure, erratic reversals of direc- 
tion being rare. 
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The percentage of durable goods companies reporting 
greater backlogs than a year earlier also rose sharply 
from the first to the second quarters of 1961. The first- 
quarter low of 37% also stood dramatically higher than 
the rate of 23% registered in the first quarter of 1958. 
The scope of backlog gains among the nondurable goods 
manufacturers also widened—from 46% to 49%—be- 
tween the first and second quarters, but the latter rate 
was only a shade above that at the end of 1960. The 
advance in durables, in contrast, regained a considerable 
amount of ground that was lost earlier. Thus consider- 
able support seems present for a subsequent rise in 
capital spending. 

The strength of the rise in the diffusion of durable 
goods approvals and the near-50% rate that the index 
attained in the second quarter suggest the establishment 
of a new direction in the industry’s aggregate capital 
programming. If the index in the third quarter of 1961 
shows that half or more of the companies joined in this 
new trend, the chances for a full-fledged expansion in 
capital-goods demand would be greatly enhanced. In the 
second quarter, the index moved close to that mark. 


Plant Down, Equipment Up 


Although total appropriations remained at roughly 
the same rates in the first and second quarters of 1961, 
the proportion earmarked for new plant construction 
subsided to the fourth-quarter-1960 rate of 28%, revers- 
ing its rise to 32% in the first quarter. 

Coinciding with the increase in total approvals among 
the durable goods industries, the proportion for plant 
turned down. In the second quarter the percentage 
slated for equipment was 71%, a rise of 67% over that 
for the first quarter. The plant proportion in durables is, 
however, still well above the 23% rate reached in the 
last three months of 1960. 

When total appropriations rise, it may be logical to 
expect the percentage allocated for machinery and 
equipment to account for the bulk of the increase, since 
the rate of acquisition of these assets may be more 
susceptible to management discretion. Plant construc- 
tion, on the other hand, would appear to require longer 
planning periods and more regular schedules of installa- 
tion. Thus, when total approvals move upwards, the 
plant proportion might normally be expected to decline. 

Substantiating this hypothesis, the advance in dur- 
ables appropriations during the second quarter of 1961 
was associated with a decline in the proportion set aside 
for plant construction. In nondurables, however, the 
plant proportion also fell sharply despite the dip of 
almost a sixth in total approvals. The assumption also 
seems to fail in the light of the dramatic upsurge in the 
plant proportion from 25% in the third quarter of last 
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year to 35% in the fourth quarter, when total nondur- 
ables approvals staged their sharpest increase on survey 
record. The record for the hard-goods industries shows 
similar occurrences. It appears, therefore, that plant 
programming can be brought as completely under man- 
agement control as equipment planning, and it is just as 
capable of exerting a strong influence upon the course of 
total capital appropriations. 

The dollar sums approved for plant also declined in 
the second quarter of 1961 on a year-to-year basis in 
both durables and nondurables, whereas both groups 
scored year-to-year increases during the first quarter. 
These year-to-year reversals in appropriations for plant 
construction further substantiate the declines in the 
plant percentages (see table 3). It appears incontestable, 
therefore, that manufacturers continued to feel strong 
incentives to replace and modernize their machines at a 
more rapid pace than before, probably in response to the 
competitive environment ruling in the first half of 1961. 

Since the rise in durables approvals was thus asso- 
ciated with a boost in the amounts set aside for machin- 
ery and equipment, the period required to translate the 
approval gains into increased outlays will be more brief 
than if the advance in appropriations had been centered 
in plant. 

Generally, the proportion of total capital appropria- 
tions slated for plant construction hit its cyclical low in 
the second quarter of 1960, at 24%. In the third quarter, 
when total approvals reached their low, the plant per- 
centage rose to 27%. Conversely, the plant proportion 
had declined from a high of 38% in the third quarter 
of 1959 to 25% in the fourth quarter, one quarter ahead 
of the dip in total appropriations. Before turning lower, 
the plant ratio rose through the fourth quarter of 1960 
and the first three months of 1961. 


Sequence in Capital Projects 


The timing of the plant ratios and the relationship 
between their movements and those in total appropria- 
tions suggest that programming of plant-construction 
projects normally precedes authorizations to purchase 
equipment. This, of course, seems reasonable, since any 
expansion of productive facilities must begin with plant 
and be followed up with machinery and associated 
equipment. Indeed, industrial construction has long 
been known as a “leading”’ indicator of the general 
business cycle. Thus, in the perspective of two and one- 
half years now provided by the survey on plant and 
equipment appropriations, the ratio of plant to total 
approvals appears to provide some lead indication of 
rises and declines in total capital authorizations. The 
upward trend of the plant ratio since the second quarter 
of last year, therefore, brightens the prospects for a 
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general increase in approvals during the coming quar- 
ters. Equipment appropriations already have registered 
the effects of the earlier boosts in plant projects. But the 
second-quarter dip in the plant ratio introduces a note 
of caution. 


Commitments Point to Lower Spending 


Further information on the likely trend of spending 
can be gained by tracing the relationships among 
appropriations, commitments, and outlays within the 
companies able to report their commitments. A commit- 
ment is a contract for plant construction or a new 
order for machinery and equipment. Of the 602 com- 
panies represented in the survey, 185 report separate 
information on commitments. 

During the first two quarters of 1961, these companies 
cut their commitments on a year-to-year basis, and the 
downturn deepened in the second quarter owing to a 
sizable reversal in nondurables. The rate of reduction in 
durables remained steady at more than one fourth 
between the two quarters. On the same basis, spending 
also declined. 

The second quarter of this year marked the first 
quarter of decline in commitments for nondurables after 
five successive quarters of year-to-year gains. However, 
this was the fifth quarter in which the durable goods 
manufacturers cut their commitments, following a ris- 
ing trend of the same duration. If these firms are repre- 
sentative of those that do not report commitments, then 
an advance in outlays does not appear in prospect for 
the third quarter of 1961. Based on the patterns shown 
by these companies in the previous period of recovery, 
a quarter or two of rising commitments precedes a 
marked improvement in expenditures. 

By studying the relationship between appropriations 
and commitments, and between expenditures and com- 
mitments, added perspective can be gained as to the 
pressures being exerted upon prospective outlays. Thus 
the resurgence of spending in the first quarter of 1959 
was associated with a simultaneous dramatic rise of 
approvals above the rate of commitments. This, of 
course, led to an increase in the volume of funds waiting 
for translation into new orders in subsequent quarters. 
At the same time, the rate of commitments also soared 
above spending rates in the closing months of 1958 and 
the opening months of 1959, and led to a boost in the 
volume of orders or contracts against which future 
expenditures would be made. Hence the rise in spending 
was a logical outcome of the earlier increases in ap- — 
provals and commitments. 

In both durable goods and nondurable goods indus- 
tries, the volume of uncommitted appropriations rose in 
the first quarter of 1960, fell in the next three quarters, 
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- and rose importantly in the soft-goods field (less so in 
durables) in the opening months of 1961. During the 
- April-June period, both industry groups recorded siz- 
able cuts in this “backlog” of uncommitted appropria- 
_ tions. 

Similarly, durables commitments fell below spending 
after the first quarter of last year, causing a drain upon 
the reservoir of unspent commitments. On this basis, 
_ durable goods outlays appear headed for another modest 
decline in the third quarter of 1961. It is noteworthy, 
- however, that the volume of unexpended commitments 
was increased in every quarter of 1960 and thus far in 
1961 by the nondurable goods industries. Thus nondur- 
_ ables may post some spending gains in the second half 
of this year. 


Summary and Prospect 


' Manufacturers’ outlays for fixed plant and equip- 
'ment declined moderately from the first to the second 
quarter of 1961, continuing the downward movement 
_ begun in mid-1960. At the same time, their capital ap- 
' propriations swung around and rose modestly, led by 
_ gains in plans for new plant construction, apparently a 
precursor to cyclical expansions in capital goods de- 
mand. The nondurable goods industries supplied the 
_ initial push, then durables extended the upward trend. 

A dip in the soft-goods field in the second quarter of 
_ 1961, however, held total manufacturing approvals even 
with the first quarter. 

Gross national product moved sharply upward to a 
seasonally adjusted annual rate of $516 billion in the 
/ second quarter of 1961, from a low of $501 billion in the 
first quarter. This increase was greater than the post- 
- war average, and put this indicator of total consumer 
and business demand almost $10 billion above the pre- 
vious postwar high attained one year earlier. 

Behind the revival were increases in personal income 
and corporate profits, and a vigorous reversal in busi- 
ness policy on inventory investment. From a liquida- 
tion rate of $4 billion in the first quarter, businessmen 
accumulated inventory at a rate of $2.8 billion during 
_ the second quarter. A net increase in inventory demand 
of $6.8 billion resulted from this switch in policy and 

was a major contributor to the turn-around in aggregate 
- economic activity. In response to this basic force, indus- 
trial production pulled even with its prerecession peak 
in June, and climbed beyond it in July and August. 

With the rise in inventory demand and the related 
boosts in output and profits, manufacturers evidently 
lifted their sights on capital investment programs. At 
the same time, caution was more widespread than dur- 
ing earlier business recoveries. Approvals rose first in 

one industry, then another, and the aggregate trend 
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reflected these mixed patterns in an exceedingly gradual 
and somewhat interrupted rise. 

Participation in this moderate advance of appropria- 
tions increased materially in the second quarter. More- 
over, equipment approvals began to reflect the earlier 
upswing in appropriations for plant construction. Com- 
mitments, moreover, have only a small distance to go 
before overtaking expenditures, leading to an increase 
in unspent commitments and potential gains in spend- 
ing. Even so, the trends in approval backlogs and in 
commitments point to a further moderate decline in 
capital spending in the third quarter of 1961. 

Nonetheless, in the second quarter the economy 
seemed poised on the threshold of another upswing in 
manufacturers’ plant and equipment expenditures. 
How soon the rise would occur and how sharp it would 
be will depend very much upon the patterns and extent 
of change in capital appropriations authorized in the 
third and fourth quarters of 1961, to be reported in the 
next and subsequent reports on this survey. 


Martin R. GaInsBruGH 
FRED STEVENSON 
Office of the Chief Economist 


Single reprints of this article are available to Associates on request and 
without charge. Prices for quantities will be furnished upon request. 


Business Bookshelf 


Australian Company Mergers, 1946-1959—This study describes 
the Australian merger movement during the 1946-1959 
period. It begins with an analysis of the development of 
merger activity during the period 1946-1956, the reasons 
underlying the development, the industrial distribution of 
the mergers, and their relationship to the growth of the 
largest companies; it then proceeds to describe merger 
activity during the restrained prosperity period of 1956- 
1959. The study contains an analysis of the Australian 
merger law and compares it with corresponding United 
States legislation. By John A. Bushnell. Melbourne Univer- 
sity Press, Melbourne, Australia, Cambridge University Press, 
London and New York, 1961, 223 pages. $7.50. 


Radioisotopes for Industry—A discussion of how radioisotopes 
can be applied to plant problems in a variety of industries. 
The book also includes chapters on personnel safety, facili- 
ties for handling radioisotopes and set-up costs. By Robert S. 
Rochlin and Warner W. Schultz. Reinhold Publishing Corpo- 
ration, 430 Park Avenue, New York, New York, 1959, 210 
pages. $4.75. 


Principles of Financial Analysis—A Study of Financial Manage- 
ment—This is an introductory text for use in college courses 
in finance. It is divided into six parts: introduction, tech- 
niques of financial analysis, sources of financing, the process 
of financing, basic financial decisions, and adapting the 
financial structure. Particular emphasis is placed upon de- 
veloping the student’s ability to analyze and solve the 
financial problems of business firms. For this purpose 
numerous case problems are included. By Robert H. Wessel. 
The Macmillan Company, 60 Fifth Avenue, New York, New 
York, 1961, 376 pages. $7.50. 
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Survey of Business Opinion and Experience 


Improving Control over Capital Expenditures 


Tre PROBLEMS encountered in the evaluation and 
control of capital expenditures by 170 manufacturing 
firms participating in this month’s survey of business 
opinion and experience are usually traceable to defi- 
ciencies in the original project proposals submitted for 
management’s decision. 

The inadequacy of information provided in support 
of proposed capital expenditures is the most common 
and also the most serious problem reported by the com- 
panies surveyed. A number of the firms say they also 
have had difficulty in establishing valid criteria for 
evaluating requirements for capital expenditures and 
for judging the relative merits of proposed projects. 
Still another source of difficulty in some cases has been 
the control of expenditures on projects in progress. 


INADEQUATE PROPOSALS 


The information accompanying requests for capital 
appropriations is frequently reported to be inadequate 
simply because the sponsors of projects do not do a 
thorough job in preparing their proposals. Typical is 
this comment by the president of one paper company: 
“The principal difficulty we have is getting people who 
develop proposals to think through and fully document 
all pertinent factors prior to commitment of funds.” In 
other cases, however, management itself reportedly has 
sometimes been negligent in specifying what informa- 
tion it considers to be essential in evaluating requests 
for capital appropriations. 

Some of the most common failings of capital expendi- 
ture proposals mentioned by cooperating companies 
include the following: 


¢ Failure to include supporting data on all major factors that 
must be taken into account by management 

¢ Failure to consider possible alternative ways of achieving 
the project's objectives 

¢ Failure to provide unbiased justification for the proposed 
venture 

¢ Failure to provide for unforeseen costs and other con- 
tingencies 

¢ Failure to minimize errors in estimates and specifications 


Another matter of concern to a number of companies is 
the difficulty of obtaining accurate sales forecasts in 
those cases where anticipated sales are an important 
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consideration in management’s evaluation of the project — 
proposal. . 


IMPROVING THE QUALITY OF PROPOSALS 


Most survey participants have attempted to ensure 
more adequate preparation of capital expenditure pro- | 
posals by establishing a systematic procedure that forces 
the project sponsor to provide management with the 
basic supporting data that it must have to reach a ~ 
sound decision. Also, such a procedure, in the words of | 
one financial vice-president, ‘‘provides a simple method — 
of evaluation that will be understood and believed by — 
those who make the final decision.”’ Furthermore, when 
an objective and systematic presentation of facts is 
required in support of each project, there is reportedly 
less opportunity for the sponsor to “‘oversell’’ his pro- | 
posal or to cite only its advantages. ; 

As part of their capital appropriations procedures, — 
most companies have developed standard forms! and — 
manuals for the guidance of the persons who prepare ~ 
expenditure proposals. In this way, they are able to 
obtain uniformity of procedure, with supporting data 
both complete and consistent for all proposals. While 
the proposal forms used by some companies are quite 
brief, others are several pages long and include basic — 
work sheets and computations that relate to the sup- 
porting data compiled for the finished proposal. 

An industrial machinery firm explains its adoption of 
uniform procedures for capital proposals as follows: 


“Previously, each division or subsidiary had its own 
methods established by custom, and through a lack of — 
knowledge of evaluating techniques economic evaluations 
were infrequently used. This problem was solved by issuing - 
a manual covering the steps in the appropriation system 
and giving the technical details of the evaluating methods _ 
to be used. This manual, plus the wholehearted backing of © 
management, established a satisfactory system." : 


A few executives point out that the mere use of a 
standard form is no assurance that capital expenditure _ 
proposals will be adequately documented. One co-— 
operator, the vice-president of a machinery company, — 
makes this comment: | 


1 Examples of standard proposal forms are shown beginning on — 
page 24 ; 
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“At the present time we do not have many problems 
in evaluating capital expenditure proposals, but this has 
not always been the case. Prior to 1959, our procedures 
provided for the use of a simple ‘Application for Capital 
Appropriation’ form, which was initiated by the manage- 
ment of the division seeking the capital facility. 

“The form was so simple that it permitted too much 
latitude and generalization as to the objectives sought, and 
it offered too little evidence that the proposal presented 
was the best possible for the division and the company. 
Nothing in the procedure provided for an organized post- 
examination of results, financial or otherwise. As might be 
expected, there was little consistency in the way the 
subject was handled at the several divisions. 

“In 1959, we decided that it was necessary to revise the 
system to one that would afford better control and estab- 
lish closer responsibility for specific results. We revised 
the procedure and developed an improved set of ‘applica- 
tion’ forms that cannot be prepared too casually and that 
make the commitment on the part of the general manager 
of the interested division quite clear.” 


Information Required 


There is some variation in the amount and kinds of 
information that are required by companies in connec- 
tion with requests for capital expenditures. However, 
the basic information accompanying such proposals 
_ most often includes: 


¢ Description of the project 

* Classification and purpose 

¢ Project justification (e.g., cost saving, safety, etc.) 

¢ Estimated cost 

* Contingency allowance 

* Time required for getting the project under way and for 
completion 

* Estimated life of the project or installation 


In all cases where such projected results are appro- 
priate, a number of companies also require that capital 
| expenditure proposals include estimates of the length of 
the pay-back period, return on investment or sales, 
expected savings, salvage (if any) to be realized from 
replaced facilities, and similar data. . 


Review of Proposals 


As a further means of ensuring the accuracy and com- 
pleteness of proposals, many companies have estab- 
lished formal procedures for the review of capital ex- 
penditure requests before they are submitted to top 
management. In some firms, the proposals are reviewed 
by one or more specialized departments that may be 
concerned. For example, the president of an office equip- 
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ment company states: “We have all estimates of cost 
savings involving products costs reviewed by the cost 
department. Estimated savings in other areas of opera- 
tion are reviewed by the controller’s office.”’ 

A more elaborate reviewing procedure is that de- 
scribed by the treasurer of a chemical company: 


“The steps which we have taken to organize adequate 
control procedures have been as follows: 
a. The establishment of facility review boards at each of 

Our Operating divisions; 

b. The establishment of facility review boards on the staff 
of each of our operating groups; 

c. The establishment of a step in our review of capital 
expenditure proposals wherein our long-range planning 
group has an opportunity to evaluate the proposals; 

d. The next step in our procedure is for an evaluation by 
the corporate management committee, the results of 
which are submitted in the form of recommendations to 
be acted upon by the board of directors.” 


This same executive goes on to say: “These new pro- 
cedures have been in effect approximately two years 
and we feel that they are working satisfactorily.” 


JUSTIFICATION OF EXPENDITURES 


Certain types of capital expenditures seldom pose any 
evaluation problems to cooperating companies and re- 
quire little if any justification. Such expenditures fre- 
quently are for projects that are required for safety 
purposes or by law. Expenditures for the replacement of 
machinery and equipment, which must be made simply 
to stay in business, may require some justification but 
nevertheless are generally said to be handled in a 
routine manner. 

On the other hand, there are some types of capital 
expenditure proposals whose economic value to the 
company usually has to be demonstrated realistically 
and in some detail. These include proposals for projects 
involving cost reduction, new profit opportunities, ex- 
pansion, hard-to-measure costs or anticipated results, or 
high risk. 


Financial Yardsticks 


In the case of proposed capital expenditures that are 
made to increase profits or lower costs, the. most com- 
mon financial measures used by survey participants are 
the anticipated pay-back or payout, the return on in- 
vestment, and the return on sales. Choosing the appro- 
priate measures has proved to be a problem for some 
firms. 

The treasurer of one steel company, which uses a 
pro forma of the profit and loss statement to show the 
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economic consequences of investment in a proposed 
project, points out the difficulty that is sometimes en- 
countered when the investments are not linked to cost 
reduction or increased profits. He indicates that ‘‘a large 
portion of capital expenditures in this industry is of a 
defensive (or avoidance of loss) nature as opposed to the 
aggressive type of investment which would provide new 
and added profits. In evaluating the defensive type of 
investment, the economic impact of not carrying out a 
project can be estimated, but it is not readily discernible 
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in the profit and loss statement if the investment 1s” 
made in order to avoid such loss.” 

In their search for uniform and realistic measure-— 
ments for evaluating capital proposals, some companies 
have turned to more elaborate approaches, such as the 
“discounted cash flow” method or the MAPI method - 
developed by the Machinery and Allied Products Insti- 
tute. The reason often given is that other traditional — 
measures failed to provide management with sufficient 
information for properly evaluating proposals. 


BUSINESS RECORD 


PROJECT NO: 


PROJECT CODE 


REQUEST FOR APPROPRIATION 
ECONOMIC EVALUATION SUMMARY 


LOCATION 
SERIAL NO. 


eas BUDGET 
REFERENCE 


PROJECT DESCRIPTION AND PURPOSE: 


TIME REQUIRED TO GET UNDERWAY AFTER AUTHORIZATION: 


ECONOMIC LIFE USED IN EVALUATION: YEARS 


PROJECT EARNING RATE - AFTER TAX 


ECONOMIC 
EVALUATION 
PEE Waste SUMMARY, 
FACILITIES ONE OF SEVERAL 
SUPPORTING 
SUPPLEMENTS 


AVERAGE ANNUAL NET SALES 


FIXED CAPITAL oe 

INVESTMENT PROJECT EXPENSE 
REQUIRED WORKING CAP/ TAL rete ak EEA 
[UIP Dip Aenea teh es ere i ee ior ee a a 


SALES AND TURNOVER 


TO REQUESTS 


TURNOVER - TOTAL INVESTMENT 


FOR APPROPRIATION 


et OS eee — wie 
ge ERE IAN) | eR San ee oe METAL STAMPING 
ean oemce aren tw oscmmong eg Laas COMPANY 


YW) 
YN) 


TOTAL 
% SALVAGE OF TOTAL INVESTMENT 


INVESTMENT WORKING CAPITAL Yl Yj 
PC Y{{l/ 
[ eee REY 


| SALVAGE 


OTHER PERTINENT FACTORS: 


For example, the controller of a petroleum company 
explains why his firm frequently uses the discounted 
cash-flow method to evaluate proposed expenditures: 
“For many years we used estimates of payout period, 
total percentage return on investment, and economic 
life as guides. These indicators left much to be desired, 
since they did not take into account such factors as 
construction time, working capital requirements, and 
the relative profitability of long- and short-lived proj- 
ects. In recent years, we have in many instances used 
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the discounted cash-flow method because of its adapta- 
bility to all types of proposals.” 

Even after they have settled upon a _ particular 
method for gauging the financial merits of capital pro- 
posals, a number of companies make a constant effort 
to review and refine their evaluation tools. The con- 
troller of one food company, for example, states: ‘““‘We 
conducted a major study and investigation of the 
various evaluation methods a few years ago that culmi- 
nated in the adoption of the discounted cash-flow rate- 
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of-return basis for evaluating our capital expenditure 
proposals. This study has been followed up by a con- 
tinuous review and analysis of current literature issued 
on this subject and by the adoption of various refine- 
ments to the general concept of discounted cash-flow 
evaluation.” 


Market Studies 


The justification for certain types of capital expendi- 
tures hinges largely upon the volume of sales that is 
expected to result from the projects under consideration. 
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Several respondents say that they have had difficulty in 
obtaining accurate sales forecasts for this purpose. The 
statement of one executive is typical: “The greatest 
single problem that we have in evaluating capital 
expenditure proposals is in the area of determining the 
longer-term market of products that are to be produced 
in part or in whole with the proposed capital item. Rela- 
tively, it is easier to forecast the cost of the proposals 
and the physical capabilities of the item than it is to 
determine what the longer-term market may support.” — 

A chemical company, noting that forecasting sales — 
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volume and prices is especially tough when new prod- 
ucts are involved, points out that “this problem is 
compounded in the proposals for new products, where 
the element of customer acceptance is uncertain.” As in 
the case of many other participants faced with the 
similar problems of forecasting, this company further 
reports that it is “constantly trying to’ improve” its 
forecasting techniques “through the use of market 
studies, forecasts by sales people in the field, and eval- 
uations of future general business conditions by econo- 
mists.” 

A few companies also conduct special market studies 
in those cases in which the machinery requested might 
become useless in the event of a change in the market. 
For example, the controller of a textile firm reports that 
“in the case of replacement, we are faced with the pos- 
sible obsolescence of the machinery and the supplanting 
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of the product by some other product. We try to smooth 
out these difficulties by getting the best opinions of the 
department heads involved; in the case of large expendi- 
tures we check with our outside consulting firm for pos- 
sible additional market studies.”’ 


PRIORITY OF PROPOSALS 


Some companies report that they have experienced 
some difficulty in establishing priorities for capital 
projects, especially when demands for spending exceed 
available funds. Classification of projects as to type and 
purpose is one means used to help in determining the 
relative merits of requests for appropriations. One com- 
pany uses these classifications: “‘safety, obsolescence, 
replacement, new products, cost reduction, or increase 
in capacity.” In another case, the controller of a metals 


Q7 


|. GENERAL DATA ROUTING 


5 PREPARED BY: 
1. PROJ, NO. — 2 PROS. FITC Wane DATE 
80 :B IV) PAN Sa ermomaes SuITTALE DATE 
DIVISION MGR.: 
S. DESCRIPTION OF (TEM wd ES INITIALS DATE 
Se 6. LOCATION —__ STAFF 1.E.: 
THITIALS DATE 
7. ORIG, APPROP.; $0, CONTROLLER: | 
MAK E GOOD &. SUPP. APPROP.: S 11, CLOSE-OUT DATE ____] 9PERATIONS V.P.: 
es (INITIALS OATE 
9. TOTAL APPROP.:S 12. CLOSE-OUT AMT. S$ 
cc: GROUP V.P.: 
ll. SUMMARY OF PROJECT ( STATEMENT REGARDING EFFECT ON OPERATIONS, PRODUCTION, QUALITY, COSTS, PERSONNEL, ETC.) 


MANUFACTURER OF 
AIRCRAFT PARTS 


ll. EXPLANATION OF SUPPLEMENTAL APPROPRIATION & DIFFERENCE BETWEEN CLOSE-OUT AMOUNT AND TOTAL APPROPRIATION. 


FRONT 


iv. EXPENSE DIRECTLY RELATED TO THIS PROJECT. AMDUING (S220 Ee ee COMMENTS: 


. APPLICATION 


“ 


A. 1. ORIGINAL INTENDED USE: 


2. ACTUAL APPLICATION: 


3. REASON FOR CHANGE: 


B. 1. DISPOSITION OF REPLACES ITEM: 


2 DATE:. 3. NET SELLING PRICE S$ ——— 


Mi. 


PROCUREMENT 


1. MANUFACTURER'S NAME AND ADDRESS: 


2, VENDOR'S NAME AND ADDRESS: 


3. WAS MANUFACTURER'S AND/OR VENDOR'S SERVICE ADEQUATE? —___VES: NO: PLEASE COMMENT: 


> 


|. WAS DELIVERY DATE MET? ___ YES; NO. EXPLAIN ANY USUAL PROCUREMENT PROBLEMS: 


would be desirous to have for improving the department — 
but the cost of which when critically analyzed would be 
difficult to justify, as well as expenditures that are contem- - 
plated and that will become critical in nature as the long- ~ 
range plan for the company materializes. 


company describes the system used by his firm to 
determine critical needs as follows: 


“In the preparation of our capital budget, each depart- 
ment or division lists its needs in Order of priority. Priority 
No. 1 is a request for a capital expenditure, which is felt 


to be of critical and immediate concern, covering such 
items as equipment replacing worn-out and obsolete items 
and equipment which would provide improved manufac- 
turing methods. 

“Priority No. 2 covers equipment in the same category 
as the first, but the immediate need is not so urgent. 
Priority No. 3 lists expenditures for equipment that it 
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‘Each department or division, in addition to preparing its © 
capital budget, submits information for items carrying — 
Priority No. 1, including the need for the expenditure and ~ 
its justification, either as a necessary item to produce the 
volume forecast or an item that will increase the profit — 
potential through greater manufacturing efficiency. This 
presentation is developed in detail, showing the antici- ; 
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saa aata mien sp es 


vil. PERFORMANCE 
A. UTILIZATION 


1. ORIGINAL FORECAST HRS/SHIFT. SHIFTS/DAY 2. ACTUAL HRS/SHIFT; SHIFTS/DAY 
3. ORIG. ESTIMATE OF LIFE OF JOB. YEARS. 4. REVISED ESTIMATE OF LIFE OF JOB YEARS, 
5. PRODUCTIVITY: ORIGINAL ESTIMATE PCS/HR. 6 ACTUAL EXPERIENCE PCS/HR. 
COMMENTS 
B. IS THE NEW UNIT PERFORMING SATISFACTORILY AND IN ACCORDANCE WITH THE MANUFACTURER'S CLAIM? YES NO 


“COMMENTS: 


C. THIS TEM IS: STANDARD; STANDARD WITH MODIFICATIONS; SPECIAL PURPOSE 


COMMENTS: 


MAKE-GOOD 


DB, ADVANTAGES OF NEW UNIT: 
EASE OF OPERATION; 


SPEED; IMPROVED QUALITY; 


VERSATILITY; 


AUTOMATIC CONTROL 


COMMENTS: 


SAFETY, HEALTH, & WELFARE; 


REDUCED MAINTENANCE; 


REPORT FOR 


CAPITAL 


E. STANDARDS 


No EXPENDITURES 


YES; 


USED BY A 


MANUFACTURER OF 


1, ARE THERE STANDARDS FOR THIS OPERATION? YES; NO 2. HAVE THEY BEEN REVISED 
3. DATE OF REVISION 4, ANTICIPATED DATE OF REVISION, 
COMMENT S. 
F, JOB EVALUATION: 
1. WAS A NEW JOB DESCRIPTION REQUIRED? io; NO. PLEASE COMMENT: 
2. CLASSIFICATION CODE: {OLD) (NEW) 3. RATE (OLD) (NEW) 


COMMENTS: 


AIRCRAFT PARTS 


eee SS 


G. OPERATION 
1. ARE CONTROLS POSITIONED IN SUCH A MANNER AS TO AVOID OPERATOR FATIGUE? YES; 
2. COMMENTS ON CORRECTIVE ACTION (INCLUDING COST) 


REVERSE 


HH, SAFETY; ARE CONTROLS POSITIONED WITH DUE REGARD TO OPERATIONAL SAFETY? YES; 


COMMENTS (INCLUDING COST) 


MAINTENANCE 


1, ARE SPARE PARTS READILY AVAILABLE? NES} NG, 


IF NOT, COMMENT, COMMENT ON CORRECTIVE ACTION TAKEN. 


2. ARE COMPONENTS READILY ACCESSIBLE FOR MAINTENANCE PURPOSES? Nites; NO 
3. HAS OTHER THAN ROUTINE MAINTENANCE BEEN REQUIRED? _____ YES; NO 
COMMENTS:. 

J. IS THIS ITEM SUITABLE FOR OTHER APPLICATIONS: _____ YES; NO. 
COMMENTS: 


K. ADDITIONAL COMMENTS: 


pated cost of purchase, installation costs, and production 
rate and costs. 

“Items in the second category are given similar treat- 
ment. Items in the third priority group do not receive as 
detailed a study, but the thinking behind these requests is 
Outlined for management's consideration.” 


When a choice must be made from among several 
projects aimed at increasing profits or reducing costs, 
reference is usually made to the various economic and 
financial yardsticks applied to such proposals. A few 
companies use such yardsticks to set up a priority listing 
of projects. However, attempts by some other firms to 
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maintain such a priority system have not been successful. 
For example, an oil company controller explains why 
this problem has not been solved in his company: 


“In theory, there should be a priority list of projects 
ranked in order of their rate of return. However, in 
practice we have found the operating departments have so 
many so-called musts or mandatory projects that there is 
little room for the desirable projects which are the ones 
producing a rate of return. 


“We have, therefore, abandoned the priority list sys- 
tem, and at present are operating a bit by the seat of our 
pants after a thorough review of five-year capital pro- 
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DIVISION 


UNIT/DEPT, Soe 


Net sales 


- Costs and expense 
Direct Labor 


Direct material 
Indirect labor 
Indirect material 
Depreciation 


PROPERTY 
PERFORMANCE 
Other mfg. expense 
REPORT 1a, Oneasbes 
11. Operating expense 
USED BY A 1, 
MANUFACTURER ica 
OF CONSTRUCTION 


EQUIPMENT 


BNP RRS S 


14. Profit before tax 


Investment 
15. Land 
16, Buildings 
17. Machinery & equip. 
18. Other 
£9; Fixed capital 
20. Accounts receivable 
21. Inventories 


22. Total annual investment 


23. Cumulative total 
investment 


24. Return on investment 
(Line 14 + line 23) 


25. 48% of Line 14 
26. Add: Dep'n & Obsoles. 
(Lines 7 and 10) 


27. Cash generation 
28. Cumulative cash 
generation 


grams and annual capital budgets by each department. It 
is assumed that each department will, within its own capital 
limitations, propose the most profitable capital items. And, 
if during the year a new proposal comes up that is better 
than one that is in the budget, it is assumed that the depart- 
ment will propose this new project as a substitution for 
another. As is the case in all management problems, if the 
department has better solutions and better projects that it 
does not present, there is no way for top management to 
know this.” 


In some cases, different procedures and criteria for 


APPROPRIATION NO. 


COMPLETION DATE 


A. EFFECT ON PROFIT (000's omitted) 


Estimated 


Actual 


ee ee en) a) a. 


evaluating proposals are adopted for different units 
within a company. For example, the spokesman for one 
highly decentralized electrical equipment firm reports: 
“Being a business that is composed of a number of 
decentralized components, many of which compete in 
different industries and for different markets, we have a 
problem of allocating our resources so as to best benefit 
our short- and long-range objectives. To overcome this 
we have established operating standards for various 
businesses and attempt to evaluate the various capital 
proposals on the basis of the criteria pertaining to the 
particular business involved.” 
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KEEPING SPENDING WITHIN ESTIMATES 


Most cooperating companies report having some diffi- 
culty on occasion in keeping capital expenditures in 


line. The major reasons given for overspending beyond 


original cost estimates are: 
¢ Inaccurate estimates of project costs 
¢ Unforeseen costs and price changes 
e Emergencies and delays 
e Changes in scope or nature of the project 


e Too much leeway given to operating personne! after 
project is approved 


¢ Hasty engineering planning 


As some company spokesmen point out, there are two 
sides to the problem of keeping expenditures within 
estimated costs: actual overspending on the one hand, 
and underestimation of costs on the other. 

In some cases, there is justifiable overspending when 
management decides that it is necessary to make 
changes in a project after it is under way. As explained 
by a petroleum company controller: “Sometimes con- 
tinued research and development work after the start of 
the initial project indicates a better way of achieving 
better quality, lower operating costs, or insuring the 
success of the project. This may result in a redesign or 
better-quality materials, either of which can change the 
cost of the project.” 

‘Underestimation of costs or failure to provide at the 
outset for all contingencies is mentioned most frequently 
as the reason for expenditures exceeding original esti- 
mates. Many companies have been able to reduce over- 
spending by the development of procedures designed to 
improve cost estimates included in the original pro- 
posals. Such procedures often require the estimator to 
provide detailed specifications, and some companies 
stipulate that firm bids must be obtained for inclusion 
in the proposal. 

As a further aid in developing more realistic pro- 
posals, some companies encourage or require project 
sponsors to obtain staff assistance from experts in such 
fields as sales, finance, production, and industrial 
engineering. 

Many of the survey participants stress the necessity of 
putting contingency allowances in capital expenditure 
proposals as another precaution to avoid overspend- 
ing. Such allowances often cover unforeseen changes 
in costs or prices that may occur owing to inflation, 
work stoppages, material shortages, fires, floods, and 
other causes. 

Some companies say they have been able to keep 
capital expenditures within bounds partly because of 
their insistence upon the careful engineering of projects 
prior to their final approval. One motor-vehicles com- 
pany, for example, reports as follows: 
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“By and large we have little problem at this time in 
keeping capital expenditures within original estimates. 
This is the result, however, of many years of close project 
review and of insistence that proposals be completely 
engineered before expenditures can be made. Since ap- 
proval in principle is often desirable prior to detailed 
engineering, Our system provides for both program and 
project approval. Approval of a program signifies that 
management has given approval in principle to the pro- 
posal subject to development of detailed engineering. 
Program approval does not authorize expenditure of 
funds. Once engineering has been completed and detailed 
estimates are available, project approval is obtained 
which authorizes commitments and expenditures.” 
Similarly, a metals company also stresses the ad- 

vantage of withholding final approval until a project has 
been fully engineered. The company treasurer states: 

In the past we would start with ball-park figures, 
evaluate them in terms of economic payoff, approve a 
project, then find out much later, to our dismay, that the 
ball-park figures were incorrect. Of late we have changed 
this procedure so that after evaluating the ball-park 
figures, we give only tentative approval, subject to final 
approval after the project is completely engineered and 
accurate bids and estimates are made. We have found 
that only by complete pre-engineering can we keep 
capital expenditures within approved cost estimates.” 


Control of Projects in Progress 


Status reports are prepared in many companies as 
capital projects move along so that management is made 
aware of any tendency for costs to start getting out of 
line. Some firms require that such reports must be pre- 
pared whenever commitments and payments reach 
specified levels, such as 75% or 80% of the total amount 
committed for a project. Others prefer periodic, some- 
times monthly, reviews of all capital projects. 

Whenever project costs appear to be heading higher 
than estimates, most companies require supplemental 
requests for appropriations needed to complete the 
project as a means of encouraging adherence to original 
plans and economy. As one motor-vehicles company 
reports: ‘“‘We have placed on all of our divisions a re- 
quirement that any overrun costs in excess of 5% must 
be presented to the executive vice-president and the 
board for approval.” In the case of a rubber company, 
“if the engineering department finds that completing 
the project will overrun the approved limits, they then 
must first re-study the project to determine what they 
can do to reduce its costs. If this is not possible, an 
additional appropriation must be requested immedi- 
ately so that management can be in a position to either 
approve the appropriation or, if necessary, stop the 
project and abandon it at whatever point it may be at 
that time.” 
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One manufacturer of automobile parts ensures that 
underexpenditures as well as overexpenditures are 
brought to light. 

According to the company treasurer: 


“A copy of each expenditure completion report and 
each monthly progress report is sent to the initiating divi- 
sion so that they can better control their costs of expendi- 
tures and improve on future estimates. When the actual 
cost of an expenditure approval exceeds the estimated 
cost by more than 5% or $1,000, whichever is larger, the 
accounting department requests the division initiating the 
expenditure to issue a supplemental request with an 
explanation of why the estimate was exceeded. Alterna- 
tively, if at the completion of an expenditure the actual 
cost is less than the estimated cost by more than 10% or 
$2,000, whichever is larger, the accounting department 
requests the initiating division for an explanation.” 


AFTER-COMPLETION AUDITS 


A number of cooperating companies regularly make 
postcompletion audits of their capital expenditures.! 
Some endeavor to audit all of their capital expenditure 
projects, but most say that they are more selective. For 
example, it is a common practice to restrict such audits 
to cost-saving and profit-generating projects—or, as one 
company puts it, “‘to projects for which measurable 
changes in costs or profits were projected.” 

Another practice frequently reported is the auditing 
of only those capital expenditures that exceed some 
specified dollar level. The level designated varies widely 
with the magnitude of the company’s operation, so that 
some firms stipulate that any capital expenditure over 
$1,000 is to be audited, while in a few reported instances 
over a million dollars has to be involved before an audit 
is undertaken. In the case of one motor-vehicles com- 
pany, postcompletion audits are conducted for expendi- 
tures of $10,000 or more at least once a year. The 
company’s procedure manual states: 


“Divisional vice-president and corporate controller 
shall be advised of the savings and/or benefits derived, 
tangible or otherwise, from capital projects exceeding 
$10,000. When a payoff period is specified in the project, 
a report shall be prepared at least annually during such 
period and at the end of the period. If no payoff period is 
specified, a report shall be prepared a year after the 
completion of the project and thereafter as required for 
adequate appraisal of the return on the expenditure.” 


Other companies indicate that it is their practice to 
make postcompletion audits for “‘all major capital 
projects,” or those for which highest management ap- 
proval was originally required. Still other firms audit 


1 Examples of selected postcompletion audit forms used by cooperat- 
ing companies are shown on pages 27-30 


32 


only projects involving new machinery, or additional 
facilities. Often, the primary purpose for such audits is 
reported to be the obtaining of data that can be valuable 
later on in the event that similar projects are to be © 
considered. 

Only a minority of the companies that conduct post- 
completion audits of their capital expenditures say that ; 
they have had any particular difficulty in making them. | 
The problems most frequently mentioned result from | 
changes in conditions over a period of time. For ex- — 
ample, data on actual results sometimes are not com- — 
parable to original estimates, particularly in the case of 
long-term programs, because of changes in accounting 
methods, products, or external factors. 

In addition, other executives point out that post- 
completion audits require considerable time on the part 
of operating management, that it is often no simple task © 
to compile all the necessary data, or that in some cases 
it has been difficult to get personnel to make the audits. 


Auditing Goals and Techniques 


Respondents that employ postcompletion audits of — 
capital projects want to learn how actual costs and | 
achievement of purpose compare with the original : 
projection and the reason for significant differences. — 
Some companies also anticipate that the audit will — 
cause department heads to exercise greater care in the 
preparation of future project requests. 

The purpose and coverage of the postcompletion — 
audit are explained by one company president in these — 
words: 


“We believe that postcompletion audits are highly — 
desirable for capital proposals of any size. The audit © 
covers, of course, not only the comparison of actual 
expenditures with those proposed, but an appraisal of the 
Operating results secured. These may well include some 
which are imponderable. A decrease in the range of — 
quality variation would be an example; it might, or might 
not, be possible to find a value for the resulting decline in 
customer complaints. 

“In order to be complete, however, the audit should 
attempt to find out whether or not the aims for which the 
capital expenditure was incurred have in fact been — 
achieved, whether those aims were expressed in material — 
terms (such as cost Or manpower reduction, or capture of 
a certain portion of a market), or otherwise. It should be 
careful to state what results have been obtained, measured 
by the conditions effective when the plan was approved; 
and it should distinguish between those results and other 
effects superimposed by later changes. A relative cost 
reduction, to take a simple example, is no less real, 
simply because a general rise in prices has increased all 
costs.” 
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_ When the comparability of data has been affected by 
| changing conditions, some companies find it necessary 
to recalculate the postcompletion data in order to make 
‘a valid analysis. In this connection, the vice-president 
of a textile company reports: 


“Occasionally, particularly for projects extending over 
a long period of time, we experienced difficulty in com- 
paring actual savings with the estimate due to changes in 
conditions in the interval (e.g., change in product mix). In 
order to obtain a valid comparison, we now restate the 
actual savings as closely as is practical on the basis of 
conditions existing at the time the original savings estimate 
was prepared.” 


| One company, concerned over the expense of obtain- 
; ing cost data for its audits, states that it has solved the 
problem this way: ““We now have the accounting de- 
| partment review and verify the estimates of the indus- 
_ trial engineers before the appropriation requests are sub- 
| mitted. The accounting department at that time sets up 
| the controls that will be needed to make postaudits one 
' year in the future.” 

To facilitate comparison in later postaudits, a number 
of companies use an approach similar to that of an 
automotive company that reports: ‘“We require, at the 
time the proposals covering new plants or major new 
operations are submitted for approval, that they include 
a year-by-year projection for the first five years of 
planned operating results.” 

Postcompletion audits are considered extremely valu- 
able by many of the companies surveyed. They point 
_ out that a properly conducted audit shows management 
» actually how a capital program turned out and how 
} accurate were the original justification and estimates for 
| the project. Furthermore, the personnel responsible for 
| capital requests are often said to take extra care when 
| they know that such requests will eventually be checked 
| upon. Commenting on this point, a machinery company 
| treasurer explains: ; 


“A copy of the audit reports is sent to the divisional 
manager of the division where the authorization for 
expenditure Originated. If the economic justification is not 
sound, our controller visits the plant and goes over the 
matter thoroughly with the divisional manager and con- 
troller of the division, reporting back to me what he has 
found. It has worked very well for us because a divisional 
manager seldom likes to be caught twice with an unsound 
economic justification.” 


EMPHASIS ON PROCEDURE 


In general, those survey participants who report that 
they have reduced to a minimum virtually all the prob- 
/ lems associated with their capital expenditure programs 
| —from evaluation to the postaudit stage—attribute 
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their success to the establishment of a well-planned and 
well-organized system for handling their expenditures. 
Thus the treasurer of an automotive equipment con- 
cern, after noting that his firm now has few difficulties 
in connection with its capital expenditures, comments: 


“During 1957, we instituted a formal procedure for 
handling capital expenditures. This procedure utilized 
written expenditure requests approved by successive 
levels of management, monthly progress reports, a com- 
pletion report comparing actual with estimates, and post- 
completion audits of larger requests. 

“At the inception of our formalized procedure covering 
capital expenditures, the majority of our management 
personnel were not enthusiastic at changing over from our 
prior method of operating informally via interoffice com- 
munication. But they agreed to ‘give it a try.’ After the new 
procedure had been in effect for one year, they con- 
sidered it a big improvement over the old method. Today, 
they state that it would be very difficult to operate without 
this method of handling capital expenditures.” 


Davip H. SunBuRY 


G. CLarK THOMPSON 
Dwision of Business Practices 


Single reprints of this article are available to Associates on request and 
without charge. Prices for quantities will be furnished upon request. 


Mergers and Acquisitions 
December 11, 1960—January 10, 19611 


[concluded from September issue] 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


National Vulcanized Fibre Co. ($17.7) 


Fisher Mfg. Co., Inc. (n.a.) 
Materials handling receptacles for the 
southern textile industry supplier 


Vulcanized fiber, laminated phenolic 
thermosetting plastics mfr. 


se Atecak Ball Bearings, Inc. | Micro Ball Co., Inc. (n.a.) 
$6.1 


(Controlling interest in) 
Miniature precision instrument ball High precision miniature steel balls 
bearings mfr. mfr. 


The Ohio Oil Co. ($462.5) 
Crude oil and natural gas producer 
O’Sullivan Rubber Corp. ($4.2) 
Rubber heels and soles mfr. and dis- 
tributor; plastics materials mfr. 
Packaging Corp. of America ($111.1) 
Diversified line of mill and converted 
products producer 


Pall Corp. ($4.2) 
Metal and plastic filters, pressure 
Measurement, control instruments 
bad molded fibrous glass insulation 
mfr. 


Pearson Corp. ($.7) 
Fiber glass boats mfr. 


Ross Oil Corp. (n.a.) 
Gasoline and fuel oil jobber 
Gulfstream Plastics, Inc. (n.a.) 
Injection molded products mfr. 


Lakeside Mfg. Co. 
(Plastics div. of) (n.a.) 
Polystyrene mfr. 


Worcester Moulded Plastic Co. (over 


Custom moulder, injection thermo- 
plastic materials mfr. 


Hollinger Machine Co., Ltd. (Canada)? 
Water treating equipment mfr. 


Beaumont Pumps, Ltd. (Canada)? 
Water treating equipment mfr, 

Sani-Hydro Co., Ltd. (Canada)? 
Water treating equipment mfr. 


Grumman Boats, Ince. (n.a.) 
(Sub. of Grumman Aircraft Engineer- 
ing Corp.) 
Aluminum canoes, dinghies, sport 
boats, and runabouts mfr. 


[continued on page 43] 
1See The Conference Board Business Record, November, 1957 and September, 
1960, for sources and methods used in this compilation and an analysis and sum- 
mary of recorded 1960 mergers and acquisitions 


2 Under common ownership 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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Table 1: Capital Appropriations in Metalworking, 1957 to 1961 


Money figures in millions of dollars 


Capital Appropriations Approved During 


1957 1958 1959 1960 1961 
Industry Sap Ist Half 2nd Half lst Half 2nd Half Ist Half 2nd Half Ist Half 2nd Half Ist Half 
Metall furniture) aia 27 xo) he cas, sun heey doce austen = fell 25 3.3 2.6 1.5 10.8 3.2 4.4 4.6 2.8 
Primary, metals sey 5 he a1 6 cysbe ote cae ae teach 33 773.0 317.4 200.7 312.0 796.3 559.0 484.1 199.4 273.1 
Fabricated: metal /productss,1....1. 1 ie ear ee 34 103.6 55.7 81.1 81.4 109.7 83.9 7794 64.8 
Machinery (except electrical)... ...........--.--. 35 419.2 160.2 162.9 205.4 250.8 281.3 195.2 145.2 161.3 
Electrical machinery and equipment.............-- 36 145.1 85.5 105.4 158.4 194.4 157.7 111.6 126.7 
Transportation equipment... ........0.0020e eee 37 417.4 262.8 236.3 187.2 403.2 324.0 308.7 290.5 317.2 
Instruments) OC ta tere ce sisal aie wwkc es ere ak Reh 38 22.9 12.9 15.5 30.2 19.2 30.6 22.4 27.3 
Total reported in metalworking’............4..- 1,884.4 909.9 756.6 908.1 1,731.2 1,490.7 1,264.6 851.3 973.3 
Total estimated metalworking?................ 2,874.6 1,380.9 1,164.1 1,439.9 2,638.9 2,391.3 1,996.7 1,290.4 1,508.4 


Based upon returns from 483 companies reporting 709 separate industry groups 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 


Source: The Conference Board 


Metalworking Appropriations: A Gradual Resurgence 


lw THE second quarter of 1961, the metalworking 
industries! authorized about $689 million for new plant 
and equipment. The second-quarter sums pointed to a 
continuation of the recovery that began in the first 
quarter, as was indicated in the previous report in the 
July Business Record. It is now certain that the low 
point in appropriations was hit in the last quarter of 
1960 and that recovery has been under way since the 
beginning of this year. 

Underlying seasonality of capital appropriations may 
tend to distort the magnitude of the recovery. With a 
longer period of study, it will be possible to adjust this 
series for typical seasonal changes. In the meantime, the 
broad seasonal outline can be compared over a five-year 
span by means of quarter-to-quarter percentage com- 
parisons. This method indicates whether appropriations 
are deviating more than average, for the quarter, in 
either direction. 

If appropriations, for example, have declined less than 


1 Estimated for all metalworking firms operating at least one plant 
employing 500 or more production workers in 1957. Metalworking is 
defined to include these major industrial categories: metal furniture, 
primary metals, fabricated metal products, machinery (except elec- 
trical), electrical machinery and equipment, transportation equip- 
ment, and instruments and related products. The survey excludes 
metalworking industries in ordnance for reasons of national security, 
and miscellaneous metal manufacturing industries because they are a 
minor part of the total and typically comprise small companies for 
which capital budgets are lacking 
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average from the preceding three-month period, they 
very likely would have shown an increase after seasonal 


adjustment. By the same token, if appropriations in a 


particular quarter have gained more than normally, 


there is also an indication of recovery. (The converse , 


would be true for declines.) This method of comparison 
is necessitated by the restricted amount of survey infor- 
mation presently available. 


SEASONAL TRENDS IMPROVE 


The brief table below shows the changes in metal- 
working appropriations between the first and second - 


quarters of the latest five years, including 1961. In the 


First Quarter to Second Quarter 


Average 
1957 1958 1959 1960 1961 Change 
TOTAL METALWORKING... —34 —32 —22 —27 —10 Geagom 
Primary metals......... —14 —13 —54 -—10 —32 ~—25 — 
Fabricated metal products. —44 — 9 —16 —36 + 7 —20 
Machinery (except 
electrical hos oie sa —34 —27 -15 -—54 —26 —3]1 
Electrical machinery... . . —59 -—14 +53 —20 —27 —13 
Transportation equipment. —50 —56 +43 —32 +36 —I12 
Instruments............ —48 -—36 -— 4 —22 —30 


AI 


righthand column are shown the average changes over 


the five years. Comparison of a change in a given year — 


with the average change can indicate whether appropria- 
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tions were actually increasing or declining more than 
seasonally.! 

For metalworking as a whole, there was a decline of 
10% in the second quarter, considerably less than 
average. This suggests that if the data were seasonally 
adjusted, there would probably be a positive change in 
appropriations from the first to the second quarter of 
1961, indicating a continuation of recovery since the 
first quarter of the year. The latest improvement was 
centered mainly in fabricated metal products, nonelec- 
trical machinery, and transportation equipment. 

The relative gain between the first and second quar- 
ters of this year is especially significant, since primary 
metals posted a more-than-seasonal decline. It has not 
been unusual during the survey period for primary 
metals to pull total metalworking appropriations in the 
directions they move. In the second quarter, however, 
the metalworking total recorded a sharp improvement 
in spite of primary metals. This upsurge strongly sug- 
gests that the recovery is broadly based and possesses 
considerable momentum. 

The finding of continued recovery from the quarter- 
to-quarter comparisons is further supported by year-to- 
year comparisons, as shown in table 2. In the first half of 
1960, approvals were only about one fourth less than the 
year before. However, in the second half of 1960 appro- 
priations were down by almost 50% from year-earlier 
levels. But authorizations in the first half of 1961 were 
only a fourth less than in the first six months of 1960, 
and traced a gradual but definite path of recovery. 

Thus metalworking appropriations declined in 1960, 
reaching bottom in the second half. And in the first half 
of 1961 they began to turn up.’ 

The third important indication of the trend in metal- 


This is the thirteenth report in a regular series of 
quarterly articles on trends in capital appropriations 
authorized for expenditure on new plant and equip- 
ment in the metalworking industries. Sponsored by 
lron Age, this study furnishes detailed information on 
capital appropriations for thirty-eight separate man- 
ufacturing industries producing capital goods and 
consumer durables—the most sensitive of all manu- 
facturing fields to changes in general business 
conditions. 

The Conference Board Business Record for Decem- 
ber, 1958, contained the initial report on metalwork- 
ing capital appropriations and explained the sur- 
vey’s methods and limitations. Reprints of the reports 
in this series are available on request. 


working appropriations is the so-called diffusion index. 
This is simply the percentage of divisions reporting 
higher (or lower) approvals (or no change) as compared 
with the sums they set aside during the same year-ago 
quarters. 

In the second quarter of 1961 the percentage of divi- 
sions reporting higher approvals shot up by almost 
eight points from first-quarter rates, while the per- 

1JTn this connection, the reader will note that the normal tendency 
of appropriations in all the metalworking industries has been to drop 


from the first to the second quarters, with the total decline averaging 
25% in the five-year period, 1957-1961 


2JTt should be pointed out however, that the year-to-year per- 
centages do not always clearly indicate the trend. This is because the 
base of comparison (and of calculation) shifts from quarter to quarter 
both seasonally and cyclically. However, the year-to-year percentage 
comparisons tend to iron out some of the seasonality in the data 


Table 2: Per Cent Changes in Metalworking Appropriations 


Ist Half 2nd Half Ist Half 2nd Half 1st Half 2nd Half |st Half 
Industry Code 1957-1958 1957-1958 1958-1959 1958-1959 1959-1960 1959-1960 1960-1961 

BCLOIBEUTNITUL Ose Pare ste gt cate = oop Ashden eochelsieve ore 3 25 —23 —76 +323 +107 =e) +45 —36 
MER OTVAM ELC S aeera er em ithe Chriss. nit aude alee = 33 —74 = +297 +79 — 39 —64 —44 
Eabricated metal ptoducts..............0 0 ee enees 34 —46 ae + 46 + 35 + 3 —29 —23 
Machinery (except electrical)... ...........-00 000 35 = —61 +28 ar O4 =e GY —22 —48 —17 
Electrical machinery and equipment..............-- 36 —A4l +41 ap the + 84 0 —43 —20 
Transportation equipment.................2+00+005 37 —43 —29 + 71 + 73 —23 —10 + 3 
“EU TECTA ORIG 5 aoe ticks Be errs Coe ene 38 —44 +14 +134 +24 + 1 +16 —I1 

Total reported in metalworking’. ...............-. —60 0 +129 + 64 —27 —43 —23 

Total estimated metalworking?..............-++- —60 ap 2 +127 + 66 —24 —46 —24 

Based upon returns from 483 companies reporting 709 separate industry groups 

1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 

2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 
Source: The Conference Board 
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centage of divisions reporting lower approvals dropped 
by about eleven points. This finding further supports 
what was indicated by the quarter-to-quarter and the 
year-to-year percentage comparisons. 

The diffusion measure shows that forty-four out of 
every one hundred divisions reported higher approvals 
in the second quarter of 1961. In contrast, only thirty- 
six of every one hundred divisions reported higher ap- 
provals in the first quarter of 1961. 

While the percentage of divisions reporting higher 
approvals was markedly greater than in the first quar- 
ter, divisions reporting lower appropriations numbered 
forty-six in every one hundred, a larger proportion, in 
fact, than that reporting increased appropriations 
(44%). Therefore, despite the fact that the diffusion 
balance swung decisively toward recovery in the latest 
survey period, the fact that the number of reporting 
divisions cutting back was still large and outweighed 
the number boosting their capital programs calls for 
tempering conclusions regarding the strength of the 
current recovery. 

Recovery is indeed a feature of the current scene, but 
its extent is still apparently somewhat confined. Almost 
10% of the divisions reported no change in approvals as 
compared with 1960 levels. The amounts that these 


Recovery Carried Forward 


Based upon capital appropriations reported by 709 divisions or companies 
in thirty-eight separate metalworking industries 
Source: The Conference Board 
© Percentage changes in metalworking 
appropriations in quarters from 1958 


to 1961 relative to approvals in the 
same quarters of preceding years 
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divisions, as well as those that reported lower second- 
quarter allocations, set aside in the third quarter will 
go a long way toward clarifying the question of how | 
vigorous the 1961 recovery actually is. : 
General economic forces have been moving gradually 
upwards. Since metalworking is a sizable segment of — 
aggregate industrial activity, there seems a better-than- 
even chance that its capital spending programs will ~ 
show an increase as well for the July-September period. | 


PERSPECTIVE ON THE CURRENT RECOVERY 


In relation to the previous experience of recession and 
recovery in metalworking authorizations during 1957 
and 1958, both the decline in 1960 and the resurgence 
thus far in 1961 have been mild. In the first half of 1958, 
approvals were about 60% below the preceding year’s | 
levels. With this downswing abruptly reversed in the } 
third quarter, approvals in the second half stood about | 
4% above the year-earlier sum. The subsequent expan- | 
sion rapidly reached its peak rate in the first half of | 
1959, when approvals were more than 125% above their — 
depressed volume of a year earlier. They were, however, | 
still about 8% less than the amounts approved in the 
first half of 1957. 

In the second half of 1959 the rate of expansion de- | 


“ Percentage of all divisions or | 
companies reporting increases | 
in appropriations from similar | 
quarter a year earlier ‘ 
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Diffusion Balance Swings toward Expansion 


Based upon capital appropriations reported by 709 divisions or companies in thirty-eight separate metalworking industries 

The total of higher and lower percentages may not add to 100% because of the percentage of divisions or companies reporting no change 
Solid line: Percentage of all divisions or companies reporting increases in appropriations compared with year-earlier quarter 

Broken line: Percentage of all divisions or companies reporting declines in appropriations compared with year-earlier quarter 
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Source: The Conference Board 
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Table 3: Percentage of Companies and Divisions Reporting Higher or Lower Capital Appropriations, 


Latest Five Quarters : 
In per cent i 
ll '59 to Il 60 Il *59 to Ill "60 IV '59 to IV '60 1 '60 to | '61 Il '60 to Il "61 
Industry Higher Lower Higher Lower Higher Lower Higher Lower Higher Lower i 
Primanys metals ‘aeqays tats corte tac ned ee ete ooo Lo 45 48 36 57 30 65 37 56 39 54 : 
Fabricated metal products. ........0..0--5+eses05 48 42 36 51 44 47 39 55 46 44 
Machinery (except electrical).............0.5.005: 38 49 35 53 42 51 38 55 44 42 
Electrical machinery and equipment........-.....+. 39 53 39 48 35 57 33 59 46 41 
iransporfationiequipmentinr:. treet ere reas eine 44 51 32 59 31 61 35 59 47 47 
lnstruments;/elee 5 9 co. fh oe cee ee eae 45 52 52 48 49 45 S38} 61 39 58 
1) 0] Loner eS oR A ee PRS Dich Socio CEOS 43 49 37 53 37 56 36 57 44 46 
1{ncludes metal furniture, not shown separately 
Percentages for each quarter do not add to 100 because of divisions that report no change in level of appropriations 
Based upon reports for 709 separate three-digit industrial divisions 
Source: The Conference Board 
clined considerably on a year-to-year basis, and the up- partly to be expected—almost all recoveries have shown) 


swing was halted in the first half of 1960 when approvals 
dropped about one fourth from the year-ago level. 
Reaching its low point in the second half of 1960, the 
decline moderated in the first half of 1961 when ap- 
provals were only about one fourth lower than a year 
earlier. The decline in the second half of 1960 was not 
so sharp as that in the first half of 1958, and by the same 
token the recovery so far has been milder than that 
which occurred in the second half of 1958. 

The survey low in metalworking authorizations dur- 
ing the first half of 1958 coincided with that period’s low 
point in general economic activity. The recovery was 
under way in the second half of 1958 both for the 
economy and for metalworking approvals, although the 


economy rose more slowly. 


In last year’s recession, however, the low point in 
metalworking approvals preceded that of the economy. 
The trough in metalworking was reached in the last 
quarter of 1960, and the upturn apparently began in the 
first quarter of 1961 although the recovery did not show 
up clearly until the beginning of the second quarter. 
Nonetheless, the brief record of this survey shows that 
of capital appropriations in the 
metal processing industries has thus far been less 


the current “cycle” 


volatile than the previous one. 


The second-quarter pattern in metalworking appro- 
priations was rather mixed. While primary metals, 
electrical machinery, instruments, and the metal furni- 
ture industries recorded further declines, the metal 
fabricating, nonelectrical machinery, and transportation 
equipment industries boosted their approvals above 
year-ago levels for the first time since the first-quarter 


of 1960. 


This mixture of increases and continued cutbacks is 


38 


such mixed patterns in their early stages. It is signifi- 
cant, however, that despite the cuts made by half the 
major groups (including the sizable primary metals anc 
electrical machinery industries), more divisions in al} 
seven principal fields of metalworking reported year-to- 
year advances than in the first quarter. 


PRIMARY METALS SLIP LOWER 


Primary metals lost about sixteen points in the second) 
quarter of 1961 over the previous one on a year-to-year 
basis. Since the first quarter of 1960, the steel industry 
has been suffering from underutilization of its capacity. 
and appropriations have generally been approved not 
for expansion but for improvements. Approvals were 
generally kept limited to the demand for replacement! 
and modernization rather than for expansion. Thus, 
during the past year and a half, survey low quarters 
for the iron and steel industry were the third and fourth 
quarters of 1960 and the first quarter of 1961. However,, 
in this year’s first quarter, the industry recorded ai 
relative improvement from the lows) in the previous twa 
quarters. 

Nonetheless, second-quarter earnings show improve-} 
ment although operations were at rates well below: 
normal. More than half of the eighteen major companies 
reported better earnings in the second quarter of 1961) 
as compared with those of 1960. The tempo of stee! 
demand quickened in the third quarter, and the pace 
may well show a further speed-up in the fourth quarter. 

Steel inventories were low and most users still were: 
ordering no more than they currently consumed duringy 
the spring and summer. It is expected that the rise in 
steel deliveries will stimulate efforts to build steel inven= 
tories. Almost all these factors point to an upsurge in! 
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Table 4: Changes in Metalworking Appropriations, 


1959 to 1961 


I 1960 | 1960 IV 1959 
Industry SIC to to to 
Code I 1961 11961 IV 1960 
Blast furnaces, steel works, and 
emt mills... ye sss 331 — 55 —34 — 83 
Iron and steel foundries......... 332 — 17 +1 =— 85 
Smelting nonferrous metals....... 333—4 — 61 +24 — 37 
Rolling, drawing, extruding non- 
| Ferrous meid|s:. 20. oe. va. ce. 335 — 50 —54 + 19 
Nonferrous foundries........... 336 A, a 9G) 38. 
Miscellaneous primary metals... .. . 339 + 18 —80 — 47 
BRBENIGCONS eco y 2 diese apy nen A 341 — 38 -—70 + 37 
Cutlery, hand tools, hardware... .. 342 + 68 +55 — 83 
Heating (except electrical) and 
plumbing equipment.......... 343 — 63 +18 + 6 
Fabricated structural products..... 344 +260 —57° = 26 
Screw products and rivets........ 345 +26 —47 — 66 
MUEIG Ss Sich tots Goutal ).c0/e-s ¢ 346 — 68 +64 + 60 
Coating, engraving, and wire 
| STR arcs ae eee ee 347-8 + 4 —59 — 8 
Miscellaneous fabricated metal 
REROUGES ony dh aris, cls a sea 349 esol oo) = 13 
Engines and turbines............ 351 + 16 —29 — 66 
Farm machinery and tractors... ... 352 + 1 +63 — 21 
‘Construction, mining, material- 
handling equipment........... 353 + 58 -—-90 — 15 
Metalworking equipment?........ 354,-9 +23 -12 — 9 
Special industry machinery....... 355 Olea Oe noe 
General industrial machinery... .. . 356 SS Oe 
Office, computing machines. ..... 357 + 45 +46 — 59 
Service industry machines........ 358 — 70 —33 +132 
Electrical transmission equipment... 361 = 48° —59-— 2 
Electrical industrial apparatus. .... 362 = 21 .=—52-— 48 
Household appliances........... 363 — 4 —32 + 64 
Electrical lighting and wiring 
BRARUIDINEN sn ee ocd ats 364 + 10 +24 — 2 
Radio and television............ 365 + 14 -—80 + 42 
Communication equipment........ 366 + 87 +50 + 22 
Electronic components........... 367 — 49 —10 — 21 
Miscellaneous electrical equipment... 369 OAM ee ees 
/ 
Motor vehicles and related 
MPHIOIDINENES 5. 5 Salees nae sR 371,-5,-9 + 42 =29 — 32 
Mircraft and parts..........25... 372 + 83 -—25 + 1 
Ship and boat building.......... 373 — 59 +32 +105 
Railroad equipment............. 374 — 51 —56 + 57 
Engineering and scientific research 
Be instruments....... 6 6s. ee ls 381 +13 +25 — 36 
Measuring and controlling 
MRS ETEIIN ONES atts ies cased a joes 382 — 60 0 = 3 
eT ev ani tie Spel airs fs 383-7 — 12 -—27 + 33 
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steel demand. The over-all improvement in the economy 
also provides a psychological basis for such an improve- 
ment. How much this will affect future capital appro- 
priations in iron and steel will depend on the rapidity 
with which steel production comes up to steel capacity 
in coming quarters, as well as on the future course of 
profits. 


TRANSPORTATION EQUIPMENT BOOST APPROVALS 


The substantial gain in transportation equipment ap- 
provals in the second over the first quarter was instru- 
mental in bringing about the relative improvement in 
total metalworking approvals despite the decline in 
primary metals. 

Motor vehicle approvals rose by about seventy-one 
points in the second quarter of 1961, while production 
lagged behind the corresponding period of 1960. Gains in 
sales were largely met by depletion of inventories, which 
were expected to drop to about 600,000 new cars by 
late September. Therefore, it might well be that by the 
time the new models are introduced, dealers’ backlogs 
will be almost at a two-year low. Experienced observers 
of the industry are generally optimistic about the com- 
ing quarters and expect that car sales might hit if not 
exceed the rate of 6,500,000 cars per year in the next 
model year. Lower inventories combined with higher 
sales anticipations may partly explain why appropria- 
tions in the second quarter shot up despite the fact that 
first-quarter net profits after taxes were about 55% 
below those of the year-earlier quarter. 

The aircraft industry registered a substantial recovery 
in the second quarter of 1961 over the low point in the 
first quarter of 1961, on a year-to-year basis. The up- 
swing is largely accounted for by the increased space and 
defense programs mounted by the Kennedy administra- 
tion in the face of the Berlin challenge. 


PRIMARY METALS IN FURTHER DECLINE 


In primary metals, the basic iron and steel group, 
iron and steel foundries and the nonferrous smelters 
recorded further declines in the second quarter of 1961 
from the first quarter. As indicated previously, basic 
steel and the iron and steel foundries seem to be appro- 
priating on a “‘necessity”’ basis. No new expansion seems 
in sight owing to the current overhang of idle capacity 
and competition in the metal markets. Net profits after 
taxes in primary iron and steel dropped by about 74% 


1 Includes miscellaneous fabricated wire products, SIC Code 348 
2 Includes miscellaneous nonelectrical machinery, SIC Code 359 


3|ncludes motorcycles, bicycles, and parts, and miscellaneous transportation equipment 
SIC Codes 375 and 379, respectively 


4 Includes optical instruments, medical instruments, ophthalmic goods, photographic equip- 
ment, and watches, clocks, clock-operated devices, SIC Codes 383, 384, 385, 386 and 387, 
respectively 


Source: The Conference Board 
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Table 5: Capital Appropriations Reported in Metalworking, 1958—1961 


Millions of dollars 


1958 1959 1960 1961 i 
Industry Code | ll Ul IV | Ul ul IV | tl ll IV | It i 
Metal furnitures. co s< Sass aiepsante, ders 25 beset SO, 1,0 -0.5 TG) ie 9.2 V6c yee V7 27 30 te 1.4 1.4 i 
Blast furnaces, steel works, and rolling yo 
IIS: Sih eats ore les wi ayer are 331 51.6 71.9 135.6 104.9 464.2 184.0 113.2 332.1 185.1 140.1 43.3 57.7 122.1 63.2 - 
Iron and steel foundries. . . 332 §.8 4.4.5 5A 6:4 TOO! 82° 8.9 87 13 2 O oe Graal saat ae 2 E 
Smelting nonferrous metals......... 333-4 31.8 2.9. 14.00 - 4.9. 931.9 -28.4;-33.0 17.5. (17,45 °214 19.3) 1 One out 
Rolling, drawing, extruding nonferrous 
TORUS pai gcse cea) coe eek Der RE ee 335 V3. Auber ove, f17 28. 3392535 3:6 2 16.0 25.12 51.5 224.6751 9k 11:5) 254 
Nonferrous foundries............. 336 2.4 0.4 0.9 0.2 0.8 3.8 7.3 2.1 Ay ee 47 | 1.1 1.3 0.2 1.35 
Miscellaneous primary metals........ 339 1.8" 2:2 3:4. 5-354 BS. ele 3.2 3.4 UB ey eo hoes 27 1.8 1.9 2.4 
Primary metalsigis:):)) sachin conn oe 107.2 93.5 174.5 137.5 544.2 252.1 179.3 379.7 254.8 229.3 107.3 92.1 162.2 111.0 
Metalicansncy.3 vio aware eee Suey 341 7.1 8:0) 11.3) 16.5 12.0 12.8 9.6 16.2 22:2 9.3 6,5) 22.1 6.8: 5.7 
Cutlery, hand tools, hardware... ... 342 0.7 O13 3.8 3.1 2.5 10.7, 29.6 3.1 3.1. 8.8 5.0 49 5.2 
Heating (except electrical) and ‘ 3 
plumbing equipment............ 343 4,050 :42:0 Led Rey Bly 4,1 2,6 a 4 OS s6 3:07 pe Aree es eee ALO 3.6 1.6 
Fabricated structural products....... 344 6.35 8.9 - 80° 8.8 6.65 6:7 ))5, 6.0710.) 13.0 40 3.4 7.5 5.6 14, a, 
Screw products and rivets.......... 345 V7 Mi ae al ie tea V4 19 CR ee see. 2.0 1.3 1.1 1.2 Kal 1.65 j 
Stampin gstiise sae cee ee tees at a 346 <Prev resin ef) | 39 12,4 0 S446 3.0 2:6), 6.5 (3.6) 4.7) 4.3-;aneun s 
Coating, engraving, and wire Li 
PLOdUCHS ei on eens aaa a ea eeare 347-8 2.2°—0.3 — 0.1 0.3 0:7. (1.45, 0.35)2: 0.3 1.9. 0.6. -0. 0:45 5053 0.8 0.6- 
Miscellaneous fabricated metal f 
DProductsick BUS Heenan aca naen 349 Ry Anan A: a Re) De Aa ee Guaes 22 ets Kc i as ae ea Po A | AA 2a 
Fabricated metals............. 34 29.3 26.4 34.1 47.0 44.3 37.1 40.8 689 51.2 32.6 30.8 47.0 31.4 Sa. : 
Engines and turbines.............. 351 5.9 3.6 - 313 8.4 72 es We ay AO eae ete ei i ¢ 9.9: 8.0 = 4.627, 8,0 Tat 5.8 - 
Farm machinery and tractors........ 352 S220 29 5a A 87 VU Si4 18.9" 14.2 hE Se etecs. P22 FO TD Gu 7.7 S 
Construction, mining, material- 
handling equipment............. 303: 26.5 ag 5.4 58.0 39,857 27.5. eset: 44,1 5.8 3.6 10.6 4.3 9. 3 
Metalworking equipmenf?.......... 954:-9 © 6.40, aca ed 57 8.5) O66 51122 S653 13.2 5.0: 5.4.) 5.7 {116 eee 
Special industry machinery......... 355 13:2°° BSc) Frere Gie GiGi (SA OL! ae 94 11.0 7.0 9.0 8.8 9 2 
General industrial machinery........ 356 16.1 6.5 6.9 9.4 25.5, 16.2 237.15, 382. 28.5 8.0 8.0 10.3 19.3 6.6 
Office, computing machines........ 357 19.3. 20.0: 19.9.32.6 | 21.0. 27.7 35.6. (45.7. "217.6 15:6" 27. Ann 6.0 ae oreo 
Service industry machines.......... 358 Le43 Set WO ree Ze 2.4 3.1 4,8 3.2 1.6). SS 1S, Aero. 0. 1.0 Lie 1: 
Machinery (except electrical)... . . 35 94.1 68.8 66.6 138.8 142.9 107.9 126.9 154.4 133.5 61.7 68.5 76.6 92.8 68. s 
Electrical transmission equipment... . . 361 8.9 Bs WY Aa irra” Po Yaa ol W740" 8.3 14.1 56.4 15,1 10.1 13% 4.6. | TSS 4.1 7.2, 
Electrical industrial apparatus. ...... 362 bana Tor Stents ho Mama ss 930 28:7 Sal 73 aaa! 15:7 82:12 5.8 7.5 Gams 
Household appliances............. 363 TEA OOO eae SAF 8:7, 10.661 4.5 8.1 §.1 2. BY Ari 2 | 5.6. Ag 
Electric lighting and wiring equipment. 364 213 1.4 10% | Sil 2.8 5.4 ff | Ws 6.6 Th.4- 3.2) 6.5 8.2 12.5 
Radio dnd television........:..... 365 1.1 RS rt OG hed LA SA SB 24 RO, EGS Artois 0.6 2.2: 
Communication equipment.......... 366 BS G85 Aa 6.3 10.1 10.1 28.6 14.7 i P| Si2i Ae aS 19.6 59 
Electronic components............. 367 7.7 10.9 10.2. 23.0 21.1) 23.20 11-6 1.803 — 30.2 26.2) 8.60 137 eee 
Miscellaneous electrical equipment... 369 1 .Qes V0.7 0.6 1.0 Laurwaes4 1.4 1.0 OF Osi 0. 4s Ole 05 08 
Electrical machinery and equipment. 36 45.9: 39:7 29,4.-76.0 . 62:7. 95.7 120.2 F742" 87.40 703) 44.9" 66.0 8 sare 53.5 4 
Motor vehicles and related equipment? 371, 

5-9 101.4 42.4 37.6 48.0 99.5 190.9 127.6 98.1 121.3 99.3 133.0 62.6 86.3 141.2 
Aircrattiandparfsyacies.hatsse aes 372 50.2 (27.2 5.2631 67.2 ~ 60.1 Al. 4. 34.5 55.2) 55.1) 217. 129-7 Sones ane 
Ship and boat building............ 373 8.2 1 eae ha ea HE | 6.4 i892 J; OF 4,3: 2.5) 0,0 amaes 5.6. 1.6: 
Railroad equipment............... 374 3.0 1.1 0.9 1.3 2.1 Le Wer at 12 27 os 0:8 1.9 1.2 OG: 

Transportation equipment........ =f 163.7 72.6 66.9 120.3 168.2 235.1 167.9 156.1 183.3 125.4 168.8 121.7 134.4 182.8 
Engineering and scientific research i 

INSfrUMENTS 7.5 400 somes FcR 381 oe] OF 0:8 2.2 5,3) 254.725 eee ae 6:2) 4.8 ALG ee 7.8: ~ Se 
Measuring and controlling instruments. 382 3.8 2.3 4.3 4.0 6.2 7.8 3.6 3.9 ERY 6.1 2 3.0 Le) 28: 
PRET aici is ete ek a tae eee 383-7 Zt Ue ae al Bran A, BPE eas T9266 S200 252 PSB eecO ADM 2S 

Instruments; ete, ¢ ses". Vanden es 38 ZG hp OO Ona moe 15:4. 14,8 20-8 Jil hee, 17,2) 13.4 14.2005'8.2) 2 17.2 Ome 


1|ncludes miscellaneous fabricated wire products, SIC Code 348 
2 Includes miscellaneous nonelectrical machinery, SIC Code 359 
* Includes motorcycles, bicycles, and parts, and miscellaneous transportation equipment, SIC Codes 375 and 379, respectively : 
4 Includes optical instruments, medical instruments, ophthalmic goods, photographic equipment, and watches, clocks, clock-operated devices, SIC Codes 383, 384, 385, 386, and 387, respectively 
Source: The Conference Board 
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in the first quarter of 1961 from the first quarter of 1960. 

However, the rolling and extruding nonferrous metals, 
nonferrous foundries and miscellaneous primary metals 
industries recorded a relative improvement in the sec- 
ond over the first quarter of 1961 on a year-to-year basis. 
Net profits in primary nonferrous metals were down by 
a little more than one fourth in the first quarter but the 
dip compared favorably with that in primary iron and 
steel. 


RECOVERY IN FABRICATED METALS 


In the second quarter metal fabricators’ approvals 
gained about forty-two percentage points on a year-to- 
year basis, marking a definite upturn from the low in 
the first quarter. Five out of the eight metal fabricating 
industries registered relative improvements— metal cans; 
cutlery, hand tools, and hardware; fabricated structural 
products; screw products and rivets; and coating, 
engraving, and wire products. Of these five, metal cans 
registered a moderation of its first-quarter rate of 
decline, while the other four industries posted year-to- 
year increases. The remaining three — heating and plumb- 
ing equipment; stampings; and miscellaneous fabricated 
metal products—slashed their approvals in the second 
quarter. 

The moderate improvement in the metal-can indus- 
try’s capital anticipations seems associated with in- 
creased shipments of cans (in terms of steel consumed) 
during the first five months of this year as compared 
with the same period in 1960. During the first quarter of 
1961 such shipments were up 4%. Fabricated structural 
products showed an unusual boost in the second quarter 
of 1961, bringing its appropriations to a survey record 
high. 


NONELECTRICAL MACHINERY IN WIDE ADVANCE 


Nonelectrical machinery gained forty-one points in 
the second over the first quarter of 1961 on a year-to- 
year basis. Industries posting advances were engines and 
turbines; construction, mining, and material handling 
equipment; metalworking equipment; and general in- 
dustrial machinery. Relative declines occurred in farm 
machinery and tractors; special industry machinery; 
office and computing machines; and service industry 
machines. 

In the first two quarters, nonelectrical machinery 
orders tended to improve, particularly in the nonagri- 
cultural lines. The step-up was particularly large in the 
industrial machinery groups and in engines and tur- 
bines, with new orders rising above the 1960 rates. 
Shipments normally matched the inflow of new busi- 
ness, and inventories remained mostly at their first- 
quarter levels. New orders received by agricultural 
machinery manufacturers were not so encouraging, and 
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the industry’s appropriations trend slid lower in the 
second quarter. New orders for construction machinery 
also fell slightly. 


ELECTRICAL MACHINERY APPROVALS DIP 


The electrical machinery industry cut its appropria- 
tions by almost one fourth below the year-earlier level 
and registered a decline of eight points from the first- 
quarter rate on a year-to-year basis. Even so, six of the 
eight industries in this group scored relative improve- 
ments. These were the electrical transmission equip- 
ment, electrical industrial apparatus, household appli- 
ances, radio and television, communication equipment, 
and miscellaneous electrical equipment industries. 

The electric lighting and wiring equipment and elec- 
tronic components industries registered relative declines 
in the second quarter of 1961. New orders for electrical 
machinery companies increased by almost 8% from the 
January low to May of this year on a seasonally ad- 
justed basis. But sales of electrical machinery were gen- 
erally higher than new orders, causing a continued de- 
pletion of the order backlog. 


DRAMATIC RISE IN TRANSPORTATION EQUIPMENT 


Led by sharp gains in the motor vehicles and aircraft 
categories, approvals of the transportation equipment 
industries gained about seventy-three points over the 
first quarter on a year-to-year basis. The only industry 
with clearly declining appropriations in the second 
quarter was the ship and boat-building industry. 

Manufacturers’ sales of motor vehicles and parts rose 
25%, seasonally adjusted, from the first quarter of 1961 
to the second. Motor-vehicle output was at a near- 
record rate during the last quarter of 1960, but as sales 
expectations failed to materialize manufacturers cut 
back their production. In early spring, however, the 
demand for passenger cars increased and the higher 
sales levels continued into the second quarter. By keep- 
ing output schedules below the selling rate during the 
first half of 1961, a period when stocks are normally 
increased, rapid stock liquidation of the outgoing models 
was expected during the summer and fall. 

As indicated earlier in this report, the motor-vehicle 
industry looks to the immediate future with high hopes. 
This partly explains its appropriations upsurge in the 
second quarter despite the fact that profits during the 
first three months were lower than in 1960. 

The boost in aircraft industry appropriations may be 
partly owing to increased defense programs. Although 
new orders (seasonally adjusted) received by aircraft 
companies showed little change from the first to the sec- 
ond quarter this year, during both quarters they were 
well in excess of last year’s rates. 
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Mixed Patterns Mark Upturn 


Appropriations for the given quarter relative to appropriations in same quarter Source: The Conference Board 
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INSTRUMENTS 


In the second quarter, the instruments industry cut 
back its appropriations by about one fourth as com- 
pared with the year-ago volume. Two out of three com- 

ponents of this industry recorded relative declines in the 
second quarter of 1961 over the first quarter on a 
year-to-year basis. 


CONCLUSION 


The three major indicators—quarter-to-quarter per- 
centage changes, year-to-year percentage comparisons, 
and diffusion indexes—traced a gradual resurgence in 
‘metalworking capital expenditure programs during the 
second quarter of 1961. At the same time, the recovery 
was marked by an admixture of increases and further 
reductions that is typical of the early phases of recovery. 
The current transition from contraction to expansion, 
however, has been more prolonged than the previous 
‘recovery in 1958. The metalworking companies in 
the second quarter still seemed to view their business 
prospects with caution and to translate this caution into 
a tight grip upon expansion programs. Nonetheless, 
‘some important industries—especially motor vehicles, 
aircraft and nonelectrical machinery—pointed the en- 
tire metalworking field toward recovery and subsequent 
expansion. How sharp the expansion would be remained 
surrounded in doubt by the survey’s findings for the 
second quarter. 
It is important at this point to inquire whether the 
industries that reported declines were likely soon to go 
the other way. Primary metals and electrical machinery 
are major industries that evidently fared none too well 
in the second quarter. Net new orders for primary 
metals increased, with the total for the first six months 
about 3% higher than a year earlier. This rise should 
‘boost steel production. Inventories at the end of the 
second quarter were lower than in the same quarter a 
year ago. In view of the increased demand for steel, the 
industry may authorize increasing amounts for new 
plants and equipment in the coming quarters. The 
metalworking picture could thus be recast considerably 
in the third and fourth quarters of 1961. 

Thus primary metals, which moderated the speed of 
the recovery in the second quarter, may help to ac- 
celerate it in the coming quarters. However, any major 
expansion in the capital programs of this industry hang 
heavily on the speed of steel output revival. 

Electrical machinery also seems to show some indica- 
tions of a better future. Net new orders in this industry 
tended upwards in the second quarter. The backlog of 
unfilled orders during the first six months of this year 
were also higher as compared with the same period of 
1960. Inventories were lower relative to both the pre- 
vious and year-ago quarters. Demand for electrical 
machinery products strengthened further in the second 
quarter of 1961 and is expected to be firm for the rest of 
the year. The market for electrical machinery and 
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equipment from the consumer goods sector posted some 
improvement, with home appliances setting the pace. 
Industrial sales to the defense establishment have also 
continued at a high level. This improved demand condi- 
tion, along with the decline in inventories, could bring 
about a revival in machinery industry appropriations 
later this year. 

Whether the current business recovery has proceeded 
rapidly enough to bring about a rise of approvals in 
these key industries, however, is a question whose 
answer will have to await the next report on metal- 
working capital appropriations. 


Martin R. GAInsBRUGH 
FRED STEVENSON 

Assisted by 

SatisH B. PAREKH 

Office of the Chief Economist 


Single reprints of this article are available to Associates on request and 
without charge. Prices for quantities will be furnished upon request. 


Mergers and Acquisitions 
December 11, 1960—January 10, 1961! 


[continued from page 33] 


A Acquirer 
Description and Assets in Millions 


Pickands Mather & Co. (over $1.0)* 
Tron ore, pig iron, coal, coke, and 
ferro alloys producer 

Plastics Corp. of America 
(Sub. of Richardson Co.) ($19.2) 
Industrial rubber and plastic prod- 
ucts mfr. 


Acquired Unit 
Description and Assets in Millions 


Interstate Coal Co., Inc. (n.a.) 
Coal mine sales agent 


Moxness Products, Inc, (over $.1)* 
(97% of the stock of) 
oe of National Rivet & Mfg. 


Eee molded and extruded sili- 
cone and fluorocarbon rubber and 
pissite products, and insulation tapes 
mfr, 

Montreal Lindsay Water Softener Co. 
(Canada) (n.a.) 


Products Tank Line of Canada Ltd. 
(Sub. of Union Tank Car Co.) ($227.0) 
Railway tank cars for liquid products 
lessor 

Random House, Inc. ($16.4) 

Book publisher and distributor 


Research, Inc. ($.9) 


Fransin Realty Corp. (n.a.) 


Precision Industries, Inc. (over $.1)* 


Research and development; electronic 

control systems and test equipment 

mfr.; mechanical and electromechan- 

ical components for missiles fabricator 
Revlon, Inc. ($84.5) 

Cosmetics and toiletries mfr. 


Richards Musie Corp. (n.a.) 


Rochester Button Co. ($4.0) 
Buttons mfr. . 

SaftiCraft Corp. (n.a.) 
Steel hulled pleasure yachts and in- 
dustrial craft mfr, 


Ultra precise mechanical and electro- 
mechanical components for missiles 
and radar mfr. 


Zunino-Altman, Inc. (n.a.) 
Plastic flowers marketer 
E. K. Blessing Band Instrument Co., 
Inc. (over $.1)* 
Musical instruments mfr. 
Martin Band Instrument Co. (over $.1)* 
Musical instruments mfr. 
Musicade, Ince. (n.a.) 
Musical instruments mfr. 
F. A, Reynolds Co. 
(Assets of) (n.a.) 
Musical instruments mfr. 
Hart-Cobb-Carley Co. 
(Textile div. of) (n.a.) 
ar arene Marina (Portland, Ore.) 
n.a. 
Marine service, equipment, and ac- 
cessory center operator 
Bethel Island Marina (Bethel Isle, 
Calif.) (n.a.) 
Marine service, equipment, and ac- 
cessory center operator 


[sontinued on page 47] 


1See The Conference Board Business Record, November, 1957 and September, 
1960 for sources and methods used in this ‘compilation and an analysis and 
summary of recorded 1960 mergers and acquisitions 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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The Disposable Income That Goes to Market 


Sources: Department of Commerce; The Conference Board 
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Consumer Markets 


Recession and Rebound at Retail 


Atruovucu most economic indicators had executed 
a complete and vigorous recovery by the end of the 
third quarter, business at retail continues to be disap- 
pointing. The lag in that sector is particularly puzzling 
since for some months now all the conditions have been 
present for a renewed surge in consumer buying. Em- 
ployment is up impressively as compared with the final 
period of last year, average weekly hours worked have 
been rising since early spring, and hourly earnings are 
at an unprecedented high. 


More Disposable Income 


Thus the flow of funds to the consumer that had 
remained unchanged through most of the second half of 
last year and in the initial months of this year is again 
distinctly on the rise. In the quarter just completed 
disposable personal income reached a record seasonally 
adjusted annual rate of approximately $370 billion— 
which is about 5% above that attained at the prereces- 
sion peak. 

Retail trade has in the meantime failed conspicuously 
to keep pace. Despite increased purchasing power, sales 


At 


1956 


1957 1958 1959 1960 1961 


during the past three months were at an adjusted) 
annual rate of $218 billion, or approximately 2.5% be-! 
hind last year’s record second quarter. In short, ani 
appreciably smaller share of consumer earnings is find- 
ing its way to the retail counter. 


Merchants’ Share Shrinking 


To some extent this development reflects a long-term 
trend in the design of consumer spending; in broaden) 
measure it is a typically postrecession phenomenon.| 
Looking first at the historical dimension, while a decade 
ago two thirds of the family’s budget went for the pur: 
chase of goods, the proportion in more recent years ha: 
declined to about three fifths. The importance of serv®| 
ices has grown appreciably, but there is less to this tha 
meets the eye. For the shifting emphasis between good 
and services is in considerable measure a matter of price 
movements, with the cost of services increasing over th 
past decade at about twice the rate of that for goods) 
Nevertheless it is inevitable that, with the rise in living 
standards, proportionately less of the consumer budge’ 
is going for such essentials as food and clothing an@ 
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'e accompanying table provides the information required for updating the pertinent 
arts in the publication,“ "A Graphic Guide to Consumer Markets," 1961 edi- 
n, prepared by The Conference Board and sponsored by "life magazine 


ma ne 


Consumer Market Statistics 


ages in 1961 
‘Guide* Series Unit 


| Feb. Mar. Apr. May June July p Aug. p 
I 


: ncome — 
20 CUCCR CIN C8) oe ee Billion dollars | 404.7 413.2 il ona. 
Disposable. (SA)! eth aiates. 5 visti bicvals s Billion dollars 1 9 354:3 ll 361.8 Hl n.a. 


Origins of personal income 


22 Wages and salaries (§ A).............. Billion dollars 280.2 281.7 285.3 288.0 291.7 1293.4 293.9 
Business, professions,! (S A).............. Billion dollars 88.3 88.4 88.6 89.0 89.3 89.6 89.8 
Transfer payments (S$ A)............... Billion dollars Silat 33.7 32.5 33.0 33.0 Too.2 32.4 


2A Discretionary income (S A) ............... Billion dollars 119.5 125.5 


Employment and unemployment 


| 26 Employment.(S)ifraecssesco ois. 6 says a me Thousand persons 66,792 67,058 66,532 66,578 67,293 66,763 66,998 
Unemployment (S)..................5- Thousand persons 4,891 4,969 4,889 4,922 4,947 4,940 4,957 
Hours and earnings 
28 Average weekly hours worked........... Hours 38.9 39.1 39.3 39.7 40.1 40.0 40.1 
| Average hourly earnings............... Dollars 2.32 2.32 2.33 2.34 2.35 2.35 2.34 
Consumer credit 
: 30 Total credit outstanding?............... Million dollars 54,102 53,906 53,972 54,390 54,786 54,687 54,889 
Instalment extensions (S)..............:- Million dollars 3,803 4,002 3,883 4,001 4,116 3,961 4,081 
| 32 Instalment repayments (S).............. Million dollars 4,011 3,954 4,022 3,974 4,016 4,035 4,055 
Consumer funds: inflow and outgo 
34 Current recelptsc silos 0. cee cess cee oes Billion dollars I 94.5 Il n.d. Ul na. 
Total consumer inflow. .............+00- Billion dollars I 98.7 ll n.a. Ill na. 
Expenditures for goods and services...... Billion dollars ] 77.7 ll n.a. iT} na. 
36 Total consumer outgo.............--06- Billion dollars I 97.9 ll n.d. HT} n.d. 
: Personal consumption expenditures 
| 40 Total expenditures (S A).........-..05- Billion dollars 1 e330)7) i =336.1 ill n.a. 
Durablesa(S;A)meaatusaaesaccaascmt an ss Billion dollars | 39.4 U 42.0 Hl na. 
42 Nondurablesi(S'A}iannlcciaccsee Meaatiowwies Billion dollars I 153.7 i] 154.1 lil n.a. 
SELVICOSE (STA) Memecie nite c cdmnasos Atta ctcce = Billion dollars py ler} il 139.9 ll n.a. 
Retail demand 
44 Retail sales: All stores (S)............... Million dollars 17,795 18,127 17,860 17,995 18,199 18,069 18,116 
Retail sales: Chain stores? (S) ........... Million dollars 4,262 4,348 4,270 4,282 4,371 4,360 n.a. 
Food sales 
48 Roodistores\(S)etyyase sie ecatinsgesvarenc Million dollars 4,590 4,603 4,548 4,624 4,622 4,610 n.a. 
Restaurants: (S) le aterrn ce psttie tee tie ieisgcnaeee Million dollars 1,339 1,390 1,380 3470 loco 1,337 na. 
50 Alcohol sates: Liquor stores (S)............ Million dollars 405 407 420 400 416 389 n.a. 
52 Tobacco: Cigarette removals‘ (§ A)......... Billion units | 485 Il r491 Hl 487 
54 Personal care sales: Drug stores (S)....... Million dollars 629 634 628 630 642 647 na. 
Apparel sales 
56 Total apparel stores (S)............-.-. Million dollars 1,130 1,161 1,076 10S soul hls n.a. 
Shoerstores(S)ie seta cpie ceria Gel ors oreke Million dollars 201 206 197 192 197 196 n.d. 
58 Women's apparel stores (S)............. Million dollars 441 437 409 415 435 432 na. 
Men's apparel stores (S) ...........-0-+ Million dollars 211 224 205 216 229 218 n.a. 
60 Department stores: Total sales (S).........- 1947-49 = 100 145 146 148 144 149 151 150 
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Consumer Market Statistics (Continued) 


: 
Pages in i ied 1961 i 
ules Series % Feb. Mar. Apr. May June July p Aug. p 

Furniture and appliance sales ; 
62 Furniture stores: (S) cee en eran sinroseere Million dollars 509 Ss 547 537 547 560 n.a. i 
i 
64 Appliance: stores (Siig an eee eee Million dollars 303 318 325 302 310 317 n.d. ; 
66 Hardware: Retail sales(S)................ Million dollars 218 224 213 204 212 225 na. 
Housing 
68 New nonfarm housing starts (S A)......... Thous. dwell. units TS 1,262 1,143 1,268 1,351) wich ois 1,2915 
70 Single-family houses................... Thous. dwell. units CE: 77.7 83.1 95.6 197.6 95.9 n.a. 
Multi-family structures... ............-.. Thous. dwell. units 24.4 29.6 29.8 32.8 137.6 29.5 na. 
Automobiles and related products | 
Automotive dealers: Retail sales (S)....... Million dollars 2,687 2,838 2,714 2.900 2,854. 25757, n.d. | 
72 
New passenger-car registrations......... Thousand units 374.9 480.1 499.5 546.2 562.7 492.3 n.d. 
Gasoline station sales (S).............. Million dollars 1,473 ~—+1,491 1,474 1,480 1,500 1,502 na. 
74 . 
Auto accessory store sales (S)........... Million dollars 203 206 205 205 214 218 nda 
Service expenditures ; ; 
Housing \(S ‘A)itie 2) ae ee st a eee Billion dollars I 43.6 ll 44.2 ill n.d. 
76 Household operation (§ A).............. Billion dollars 1 20.6 i) 920.9 i ncaa 
Transportation (S A). . sx. cen cane eruls our Billion dollars I 10.5 I 10.7 TT} nd. | 
Advertising expenditures § 
80 Combined media (S)iviec se ns oes 1947-49 = 100 229 236 229 236 241 na. n.d. 
82 Magazines (S) inno Ge cone ae ements 1947-49 = 100 186 187 WAPA 182 1a n.a. n.d. i 
Newspapers:(S) onc. cere eee tone 1947-49 = 100 190 212 196 200 215 n.a. n.dag 
Network television (S)...............5. 1947-49 = 100 505 520 512 532 SIVA n.a. n.d. ; 
84 Network.radlo (S)inj ares oro dace en 1947-49 = 100 24 23 23 25 25°" ned. na. | 
Spot. television@.::-....5 a ere Million dollars I sts ll 160.6 Ill n.caaa 
7 
Consumer price index i} 
All: amss.7% 22 Sie Sees acre ee ear ater 1947-49 = 100 127.5 127.5 127.5 127.4 127.6 128.1 128.0% 
88 Durables: : 2000 2 ori) a Pie ah oe 1947-49 = 100 110.3. 5109.9. 9 310,7, 110.8.20 DEE 2 yd sS 111.9% 
Nondourables)./s/ fox. = ern ree tec cone 1947-49 = 100 120.8 120.7 120.4 120.2 120.4 121.1 120.85 
Services:i5 1 22a knee eee settle baile cite 1947-49 = 100 1519 152.2 olo2-3 152:55) 152)7 on lo2.8 153.07) 
90 FOOd ss sheisis be se ee RS ee yaterties 1947-49 = 100 121.4 L212 121.2 120.7 120.9 122.0 121.28 
Appareélscicsici ete tre cdc tieete 1947-49 = 100 109.6 109.8 109.5 109.6 109.6 109.9 109.9% 
Housefurnishings! © \j2na7-u, says crate. aces 1947-49 = 100 103.7, 103.9 103.8 103.5 103.9 103.6 103.2! 
92 Appliances .eues een tect ee) tee oe 1947-49 = 100 n.a. 81.1 n.a. n.a. 80.6 n.a. na. 
Automotive: group)..0) ascends ead eee 1947-49 = 100 137.9 138.1 137.5 137.1 136.7. 136.3 136.2)! 


Production and distribution 


96 Processed foods: Output (S)............. 1957 = 100 110 111 111 113 114 114 
98 Apparel: Outpoti(S). an eee nein 1957 =100 110 114 116 115 118 122 
100 Furniture and rugs: Output (S)........... 1957 =100 109 110 116 117) 9 riz? 120 na. 
102 Appliances: Output) (S)i..+ 1205 scenes oc 1957 =100 : 114 Las 115 118 122 126 na. 
Television and radios: Output (S)......... 1957 =100 94 95 100 110 126 r128 104 
104 Autos:.Outpuf (Ser feete ecto ca 1957 = 100 73 71 92 101 109 110 1 10) 
Domestic new car stocks................ Thousand units 1,018 935 915 905 916 887 655% 
1—Includes dividends, interest, and rental income of persons 2—End of period 3—Eleven or more stores 4—Tax paid } | 
S—Seasonally adjusted A—Annual rates n.a.—not available p—Preliminary r—Revised ; i 


11V—Denotes quarterly figure 
* A Graphic Guide to Consumer Markets, prepared by The Conference Board, sponsored by Life. This table provides the information required for the updating of the indicated charts in the Guidi 
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-oportionately more for other things, including a wide 
mnge of services. 

But whatever the reason, it is a hard fact that the 
ition’s merchants are getting a shrinking share of the 
msumer’s dollar. Over the past decade, retail sales as a 


tio of disposable income declined by an average of 
most eight tenths of one per cent a year. Sooner or 
ter, this process will slow down and eventually cease, 
it there are few signs that such developments are 
amediately ahead. 

In periods of general business contraction, even in 
ich mild ones as most recently experienced, retail 
ending declines more sharply than income. This 
yurse of events follows from the simple fact that while 
uch goods purchasing is postponable, many services 
itail a contractual type of arrangement that must be 
mored. Thus, as is illustrated in the accompanying 
aph, the retail sales-disposable income ratio decreased 
_the past three recessions either prior to or concomi- 
mtly with the flattening out of the income curve. 
urthermore, in every instance, the ratio continued to 
ift downward even after income started to rise again. 
his lag in retail buying may be explained partly by the 
ct that consumers initially meet their delayed obliga- 
ons as soon as the economic climate improves and 
urtly by their psychological hesitancy to resume nor- 
al buying habits until recovery has been fully con- 
‘med by time. 

In the present situation, spending has been particu- 
tly sluggish in responding to incredsed income. Al- 
ough earnings turned up impressively in the second 
larter and demonstrated even more strength in the 
ird, there has been no significant improvement in 
tail sales, and the drop in the ratio of sales to dispos- 
jle income has been particularly pronounced. 


ontributing Causes 


There is no obvious explanation for this development, 
it the contributing causes may well include the cur- 
ntly high level of outstanding credit (with the conse- 
lent reluctance of consumers to assume additional 
ligations) and the especially uncomfortable summer 
lat was experienced in many regions of the country. 
he less-than-heartening retail performance cannot be 
tributed to any particular merchandise sector. Some 
ades, to be sure, have been more adversely affected 
ian others—typically automobiles, major appliances, 
rniture, and other relatively high-price tag items as in 
evious recessions. But almost nowhere in the broad 
ectrum of consumer products has business been better 
an fair. 

The outlook for the nation’s merchants in the months 
mediately ahead, however, is more promising than it 
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has been for some time. As read against the pattern of 


past experiences, 


the various economic . indicators 


strongly suggest that the consumer sector is again 
poised for a vigorous upturn. With the broad recovery 
in general business activity, spending power is building 
up fast. The rate of savings in the third quarter, for 
instance, has been estimated at 8% of disposable in- 
come—the highest it has been in years. There is also 
evidence to suggest that the liquid asset position of 
consumers is currently strong. Furthermore, if past tim- 
ing is duplicated in the present postrecession period — 
and there is no reason why it should not be—just about 
now there should be a significant turn-about in the retail 
sales-disposable income ratio. This, in conjunction with 
the rising flow of buying power to the consumer, it is 
estimated, will produce a better than 5% increase in 
retail sales in the final quarter of the year. 


Fasrtan LINDEN 


Division of Economic Studies 


Mergers and Acquisitions 


[continued from page 43] 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Saxon Paper Corp. ($3.6) 
Paper and paper products converter 
and wholesale distributor 
Schoellkopf, Hutton & Pomeroy, Inc. 
(n.a.) 
Investment and securities firm 
Seacreast Industries Corp. (n.a.) 
Home freezers and freezer food plans 
marketer 
Serrick Corp. ($5.6) 
Diesel engines, missile parts, etc., 
mfr. 


Sixth Development Corp. (n.a.) 


Socony Mobil Oil Co., Inc. ($3,347.4) 
Integrated oil producer and distribu- 
tor 

Southern Oxygen Co. ($11.7) 
Compressed gases and related equip- 
ment, welding equipment and sup- 
plies mfr. 

Standard Kollsman Industries, Inc. 

($31.6) 
Parts for television sets and automo- 
bile radios and other electronic de- 
vices mfr. 


Stauffer Chemical Co. ($201.2) 
Basic heavy and agricultural chemi- 
cals mfr. 


Talley Industries, Inc. ($.9) 
Solid propellant ballistic devices, solid 
propellants, waveguide, and micro- 
wave components mfr. 


Teletray Electronics Systems, Inc.(n.a.) 


Telex, Inc. ($6.6)! - 
Products for the communication, elec- 
tronics, and electric fields mfr. 


Tenney Engineering, Inc. ($4.8) 
Environmental test equipment mfr. 


South Eastern Paper & Supply Co. 
(n,a.) 


Crescent Tool Co. (over $1.0)* 
Wrenches and other hand tools mfr. 


Serv-Well Foods, Inc. (n.a.) 
Frozen foods and meats producer 


Utah Radio Products Corp. (over $.1)* 
Electronic products mfr. 


Utah Radio & Electronic Corp. (n.a.) 
Electronic products mfr. 


New England Theatres, Inc. 
(Theatre of Cambridge, Mass.) (n.a.) 
(Sub, of American Broadcasting- 
Paramount Theatres, Inc.) 


Anchor Petroleum Co. 
(Assets of) (n.a.) 
LP gases wholesaler 


Black Mfg. Co., Inc. (over $.3)* 
Paint spray equipment, spray guns, 
air compressors, etc., mfr. 


Bobrich Products Corp. 
(Electric blanket div. of) (n.a.) 


Bedford Blanket Co. (n.a.) 
Blankets mfr. 

Hewitt-Robins, Inc. 
(% interest in Urethane Foam div. 
of) (n.a.) , 
Polyurethane foam products mfr. 


Microwave Dynamics Corp. (n.a.) 
(80% of the common stock of) 
Precision microwave equipment and 
related items mfr. 

Audio-Dynamics Corp. 

(Assets and liabilities of) (n.a.) 

Waters Conley Co., Inc. (over $.5)* 
(Controlling interest in) 

Home pasteurizers, portable phono- 
graphs, etc., mfr. 

Harvick Mfg. Corp. (n.a.) : 
Missile and airplane handling equip- 
ment mfr. 


1 Reflects the acquisition of Waters Conley Co., Inc. 
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Acquirer : 
Description and Assets in Millions 


Textron Pharmaceuticals, Inc. 
(Sub. of Textron Inc.) ($265.6) 
Ethical and proprietary drugs mfr. 
Times-Mirror Co. ($75.3) 
Newspapers owner,. publisher, and 
engraver 
Torrieri-Myers Advertising, Inc. 
(Formed by merger of) 
Advertising agency 


Transfilm-Caravel, Inc. 
(Sub. of Buckeye Corp.) ($25.2) 
Television commercials, business 
shows, industrial films, and training 
programs producer 

Wm. Underwood Co. (over $1.0)* 
Fine food products producer 

United Control Corp. ($7.5) 
Electronic control systems and equip- 
ment for aircraft, missiles, and indus- 
trial uses mfr. 


Utility Coal Corp. (n.a.) 


ey Scientific Industries, Inc. 
1.3 


Precision machinery mfr. 
Welbilt-Vulcan Corp. (n.a.) 


Wells Fargo & Co. ($2.8) 
Coeeaes by the American Express 


Armored car service operator 


Westgate-California Corp. ($40.5) 
Tuna packing plant operator; allied 
fish and other food products producer 


Westinghouse Broadcasting Co. 
(Sub, of Westinghouse Electric Corp.) 
($1,498.1) 
Electrical apparatus and appliances 
mfr.; atomic energy research and de- 
velopment; radio and television sta- 
tions operator 


Westinghouse Electric Corp. ($1,498.1) 
Electrical apparatus and appliances 
mfr.; atomic energy research and de- 
velopment; radio and television sta- 
tions operator 


Acquired Unit f 
Description and Assets in Millions 


Harvick Machine Corp. (n.a.) 
Missile and airplane handling equip- 
ment mfr. 

The Tilden Co. (over $.3)* 
Ethical drugs mfr. 


Cardoza Bookbinding Co. (n.a. 


Mahool Advertising, Inc. (n.a.) 
Advertising agency 


Peter Torrieri Advertising (n.a.) 
Advertising agency 


Klaeger Film Productions (n.a.) 


Sell’s Specialties, Inc. (n.a.) 
Fine food products producer 


Palomar Scientific Corp. (n.a.)_ 
Pressure and air data devices and 
space navigation equipment mfr. 


United Data Control, Inc. (n.a.) 
Flight data recorders and data proc- 
essing equipment mfr. 


Boone County Coal Corp. 
(Physical assets of) (n.a.) 
coy of Lehigh Coal & Navigation 
0. 
Bituminous coal miner 


Washington Laboratories, Inc. (over 
$.1)* 


Food preservatives mfr. 


George D. Roper Corp. 
(Windsor Door Mfg. Div. of) (n.a.) 


Coin Auditing Systems, Inc. 
(Operating assets of) (n.a.) 
(Sub. of Bowser, Inc.) 
Coin sorting, counting, and packag- 
ing system operator; wrapped coins 
supplier 

Girard’s, Inc. (n.a.) 
Salad oil dressings producer 


KLAC (n.a.) 
es from Hall Broadcasting 
0. 
Radio station 


Teletronics Security Systems Inc. (n.a.) 
(80% of the stock of) 
(Sub. of TelAutograph Corp.) 
Electronic consoles for plant security 
systems mfr. 


Mergers and Acquisitions 
January 11, 1961—February 10, 1961! 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


ABC Vending Corp. ($22.3) 
Food, cigarettes, newspapers, etc., 
seller through personnel or vending 
machines; restaurants, bars, and 
stands operator 


Allied Kid Co, ($13.7) 
Leather tanner 


American Appraisal Co. (over $1.0)* 
Appraiser 


American-Marietta Co. ($287.8) 
Paints, resins, chemical, and concrete 
products, etc., mfr. 


American Molasses Co. ($25.0) 
Granulated and liquid sugars refiner 
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Greenville Mills Restaurant Corp. (n.a.) 
Restaurant chain operator 


Gladieux Corp. (n.a.) 
Food service firm 
Clemtex Mfg. Co., Inc. (n.a.) 
Textile fabrics for the shoe trade mfr. 
West Brothers, Inc. (n.a.) 
Appraiser 
Manley Sand Co. (over $1.0)* 
Silica sand producer 


Portage-Manley Sand Co. (n.a.) 
(Affiliate of Manley Sand Co.) 
Silica sand producer 

Duro Fittings Co. (n.a.) 
Electrical conduit and cable fittings 
mfr. 

Food Products Corp. (n.a.) 
Baking and dairy industries supplier 


Acquirer 
Description and Assets in Millions 


American News Co. ($39.1) 
Books, stationery, etc., distributor; 
eating facilities, newsstands, tobacco 
shops, lending libraries, etc., operator 


American Vitrefied Products Co. ($10.1) 
Clay and concrete products mfr. 

Apollo Industries, Inc. ($6.6) 
Structural steel fabricator and erec- 
tor; washers, and highway guard 
fencing; nuclear energy field research 
and development 


Armour Agricultural Chemicals Co. 
(over $1.0)* 
(Sub, of Armour & Co. (Del.)) 
(Sub. of Armour & Co.) 
Fertilizer mfr. 
Aquatogs, Inc. (n.a.) 
All-weather coats and rainwear mfr. 
Atlantic Chemical Corp. (over $.3)* 
Diyestntin, organic chemicals, etc., 
mfr 


Automatic Canteen Co. of America 
($49.6) 
Coin operated vending machines mfr., 
operator and lessor 
Automation Industries, Inc. ($2.2) 
Ultrasonic, electronic, magnetic, air- 
craft, and missile products mfr. 


Bay State Electronics Corp. (n.a.) 


Beech-Nut Life Savers, Inc. ($81.2) 
Coffee roaster and packager, chewing 
gum, baby food, candy and cough 
drops mfr. 


Bell & Gossett Co. ($17.8) 

General industrial machinery and 
equipment mfr. 

Bell Intercontinental Corp. ($57.1) 
(Controlled by Equity Corp.) 
Abrasive blasting and fume control 
equipment and devices, sand cutters, 
etc., mfr. 


Beryllium Resources, Ine. (n.a.) 


Boise Cascade Corp. ($82.2) 
Lumber, lumber products, cement, 
and pulp and paper products mfr. 


Bridgeport Brass Co. ($92.3) 
Copper, brass, bronze, and other non- 
ferrous metal alloys mfr., aluminum 
strip, etc., fabricator 


Brookfield Industries, Inc. (n.a.) 
Clothing mfr. 

Butler’s Shoe Corp. ($9.5) 
Retail shoe store chain operator 


The California Ink Co., Inc. ($9.3) 
Ink mfr. 


Cerro Corp. ($249.4) 
Lead, copper, zinc, silver, gold, bis- 
muth, bismuth alloys, and other non- 
ferrous metals and by-products mfr. 


Chamberlin Co. of America ($4.3) 
Metal weather stripping, rock wool 
insulation, calking, screens, storm 
windows, awnings, etc., mfr. 

Chesapeake Corp. of Va. ($35.9) 
Sulphate pulp, kraft paper and board 
ene corrugated shipping containers 
mfr. 

Chromalloy Corp. ($4.3) 

Grey iron castings, metal coatings, 
propellant power actuated devices, 
etc., mfr, 


Cicada Oil Co. (n.a.) 


Colgate-Palmolive Co. ($375.0) 
Soap, detergents and cleaning prepa- 
ration; perfumies, cosmetics, and 
other toilet preparations mfr. 


4 
b 


Acquired Unit 


Description and Assets in Millions | 


The Coach and Four (Philadelphie 
Penna.) (n.a 
(Purchased from Greyhound Pos: 
Houses, Inc.) H 
(Sub. of Grevhoutd Corp.) i 
Restaurant operator 


Lehman Sewer Pipe Co. (n.a.) 


National Southern Products Corp. (ora 


$.5)* 
(Owned by Alles & Fisher, Inc.) 
Crude and refined oils producer 


Alles & Fisher, Inc. ($3.4) 
Cigar mfr. 


Machinecraft, Inc. (n.a.) 
Textile machinery parts mfr. 


Ris-Van, Inc. (n.a.) 
(Sub. of Stepan Chemical Co.) 
Balanced liquid fertilizers mfr. 


Londonaire, Ine. (n.a.) 
All-weather coats and rainwear mfi 


Universal Plastic Corp. (n.a.) 


Hubshman Factors Corp. ($15.3) 
(99% of the stock of) 


Amco Corp. (n.a.) 
Aircraft and missile components mi) 


Van Norman Industries, Inc. 
(Electronics Div. of ) (n.a.) 

Martinson’s Coffee, Inc. (over $.1)* 
Teas and coffees mfr. 


Circuit Development Corp. (n.a.) 


Electronic equipment and printi: 
devices mfr. 2 


Cincinnati Galvanizing Co. (over $1 x | 
Ware galvanizer and job galvanize 


Dynamic Metals Corp. (n.a.) ; 
Western Stud Mills, Inc. (n.a.) 


Craig Mountain Railway Co. (n.a.) — 
(Purchased from Boettcher & Co.) 


Seymour Mfg. Co. (over $.5)* a 


(Over 90% of the common stock o 


Post hole augers and diggers, snat 
weed cutters, clevises, hog rings, et™ 
mnfr. : 

Resolute Clothes, Inc. (n.a.) 

Boys’ apparel mfr. 

JTS, Inc. (n.a.) : 
Leased shoe departments operato! 3 

Western Graphic Products, Inc. (n,.a¥ 
Printing products distributor 

United Pacific Aluminum Corp. : 
(Substantially all assets of) (nae 
Bright and enameled aluminum she 
and coil stock mfr. 

Forman, Ford & Co. ($2.6) 

(51% interest in) 
Paints and varnishes mfr., walle 
and glass products distributor ; 

Baltimore Paper Box Co. 4 
(Assets of) (n.a.) : 
Corrugated containers and specialty 
mfr. 

Shunk Mfg. Co. (over $1.0)* 
Replaceable blades and cutting edi 
for earth-moving and road constr 
tion equipment mfr. | 

Christiana Oil Corp. . 

Major oil and gas properties ; 
($2.9)? 5 

Unexcelled Chemical Corp. < 
(Williams div. of) as 
espe product for waterless wash® 
mfr. 


hw rit 


1See The Conference Board Business Record, November, 1957 and Septembe i 
1960, for sources and methods used in this compilation and an analysis ant 
summary of recorded 1960 mergers and acquisitions 5 


2 Purchase price, Moodys’ Industrials Binder, January 24, 1961 
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Acquirer 
Description and Assets in Millions 


Jonsolidated Aluminum Corp. (n.a.) 
Aluminum foil coiled sheet and super 
purity aluminum mfr. 

Solumbia Iron Mining Co. 

(Sub. of United States Steel Corp.) 
($4,559.1) 
Integrated steel products producer 

Srown Photo Inc. ($1.5) 

Black and white and color photo- 
graphic film processor and printer; 
photographic equipment and sup- 
plies, greeting cards, etc., wholesaler 


Sylinders, Inc. (n.a.) 


Dixon Chemical & Research, Inc. ($5.2) 
Sulfuric acid producer and other 
chemicals distributor 


Doubleday & Co., Inc. (over $1.0)* 
_ Publisher 


Dover Corp. ($23.9) 

Oil well equipment, hydraulic lifts 
and elevators, pressure sealing de- 
vices, and heaters mfr. 

Drexel Dynamics Corp. (n.a.) 

_ Missile and weapon handling equip- 
' ment and devices, and electro-optical 
instrument assemblies designer and 
mfr. 

Dunwoodie Associates, Inc. (n.a.) 

_ Advertising agency 

Dyna-Therm Chemical Corp. ($.7) 

- Temperature resistant coatings for 
- plastics and building materials mfr. 


Dynex Industries, Inc. (over $.5)* 
: 


Electromechanical instrumentations, 
photographic products, etc., mfr. 


sslinger’s Inc. (n.a.) 

. Brewery operator 

D Corp. ($14.9) 
Multiaxle drive trucks mfr. 


abrex Corp. ($12.9) 
- Textile converter 


airchild Camera & Instrument Corp. 
($52.6) 

Aerial cameras, precision potenti- 

ometers, special cameras, photoelectric 

engravers mfr. 


‘otochrome, Inc. ($3.3) 
Photographic film processor and dis- 
| tributor 


vranklin Stores Corp. ($19.9) 
} Retail store chain operator 


eneral American Transportation Corp. 
($375.0) 

| Freight cars and heavy welded steel 

equipment mfr.; specialized railway 

| cars lessor 


eneral Railway Signal Co. ($23.2) 
» Railroad traffic control systems mfr. 


enisco, Inc. ($2.0) ’ 
lectro-mechanical testing equipment 
- for aircraft and missile industries mfr. 
}iannini Controls Corp. ($6.0) 

} Components for automatic controls 
for aircraft and guided missiles mfr.; 
| research 

the Glidden Co. ($137.6) 

' Paints, foods, chemicals, pigments, 
| metals, and organic chemicals mfr. 
Hobe Security Systems, Inc. ($.4) 

| Security services for industrial and 
commercial companies operator 


arvey Goldman & Co. (over $.5)* 
| New, used and rebuilt machinery mfr. 


. F. Goodrich Co. ($566.8) 

Tires and rubber products, chemicals, 
jetc., mfr. 

orton’s of Gloucester, Inc. ($6.2) 

Sea foods and sea products mfr. and 
shipper 


OBER, 1961 


y Acquired Unit 
Description and Assets in Millions 


shi Acquirer 
Description and Assets in Millions 


AIAG Metals, Inc. (n.a.) 


Tron ore properties, 16 patented and 46 
unpatented lode and placer mining 
claims (Pershing and Churchill Coun- 
ties, Nev.) (n.a.) 

Chroma, Ince. (n.a.) 

Photo processor 


Keith Cole Studios of California (n.a.) 
Photographers 

Union Carbide Corp. ; 
(Gas-cylinder mfg. activities of Linde 
Co., div. of) (n.a.) 

Better Finishes & Coatings Co. (n.a.) 
Industrial and maintenance coatings 
mfr. 

William Ballantyne & Sons (n.a.) 
Book store operator 

OPW Corp. (over $1.0)* 

Valves and fittings for gasoline, oil 
and hazardous liquids, and nonferrous 
castings mfr. 

Briggs Associates, Inc. (over $.1)* 
Data processing, instrumentation, 
and industrial electronic control sys- 
tems developer and mfr. 


Murray Robert Heyert Associates (n.a.) 
Advertising agency 

Mathews Paint Co. 

(Assets of) (n.a.) ‘ 
Paints and flame retardant coatings 
mfr. 

Manco Instruments, Inc. (n.a.)_ 
Electronic products for missiles and 
airborne equipment mfr. 

William Gretz Brewing Co. (n.a.) 
Brewery operator 


Wagner Tractor, Inc. (n.a.) 


E-Z Thread Co., Inc. 
(Assets of) (7.a.) 


Pacific Mercury Electronics, Inc. 
(Certain assets and properties of) 
(n.a.) 

Television receivers and radio-phono- 
graph combinations mfr. 


General Photo Laboratories Corp. (n.a.) 
Photofinisher 


Paramount Photo Service Co. (n.a.) 


Barker's Inc, (n.a.) 
Discount stores operator 


Infileo, Inc. (over $1.0)* 
Water and liquid waste treatment 
equipment mfr. 


Cardion Electronics, Inc. (n.a.) 
(Controlling interest in) ; 
Electronic control and communica- 
tions equipment mfr. 

Electro Mechanisms, Inc. (n.a.) 

Light sensitive element for control 
and inspection in food processing, 
etc., mfr. 

Conrae, Inc. (over $.1)* : 
Components for closed circuit tele- 
vision systems mfr. 


Crane Co. 2 ; 
(Assets of the powdered metals div. 
of) (n.a.) 

J. H. Sparks, Ine. p 
(Fixed assets and business of) (7.a.) 
(Sub. of Progress Mfg. Co., Inc.) 
Electronic and communications sys- 
tems designer and installer 


Peninsular Metal Products Corp. 
(Certain assets of) ($.5)! 
Aircraft and automobile parts and 
accessories, stampings, etc., mfr. 
Rayco Mfg. Co. (over $.1)* 
Shock absorbers, mufflers and seat 
covers mfr, and distributor 


Fishery Products, Inc. (n.a.) 
(Sub. of Fishery Products, 
(Canada) 


Ltd.) 


Great Lakes Industries, Inc. ($.7) 
Job plater 


HLH Parade Co. (n.a.) 


Haag Drug Co., Inc. ($4.9) 
Drug stores and restaurants operator 


Hammermill Paper Co, ($60.5) 
Sulphite pulp and writing, bond, 
ledger, printing, and other papers 
mfr, 

Hammond Organ Co. ($20.7) 

Organs and chord organs mfr. 


Harvill Corp. ($1.4) 
Molds and dies and their castings and 
garbage disposers mfr. 
Heekin Can Co. (Cincinnati, 
(over $1.0)* 
Baking powder mfr. 
Hilton Hotels Corp. ($241.1) 
Hotels owner, lessor, and manager 


Ohio) 


Holly Stores, Inc. ($3.5) 
Retail store chain and discount cen- 
ters operator 


Holt, Rinehart & Winston, Inc. ($26.2) 
General trade books, textbooks, and 
magazines publisher 

Howe Sound Co. ($73.3) 

Nonferrous metals producer; rolled 
aluminum sheet and coil products, 
copper, brass, bronze strip, and gray 
iron castings mfr. 

Hupp Corp. ($52.1) 

Appliances, aviation, and industrial 
products mfr. 


Illinois Brick Co, ($7.1) 
Bricks, concrete blocks, and haydite 
aggregate, mfr. and distributor; face 
brick, glazed tile, etc., dealer 


International Minerals & Chemical 
Corp. ($139.0) 
Agricultural chemicals mfr. 


International Resistance Co. ($10.4) 
Electrical resistors for radar, televi- 
sion, radio, and other electronic de- 
vices mfr. 


International Telephone and Telegraph 
Corp. ($932.3 ; 
Communication equipment, electronic 
components, and accessories mfr. 


Interstate Vending Co. ($5.2) _ 
Vending machines owner, installer, 
operator and servicer 


C, F. Kirk Laboratories, Inc. (n.a.) 


W. A. Krueger Co. ($4.7) 
Lithographic printer 
Landa Oil Co. ($1.7) 
Oil and gas producer 


Lansing Co. , 
(Sub. of A. J. Industries, Inc.) ($12.6) 
Track tandems, brake drums, crop 
duster planes, aircraft fuel tanks, and 
inflight refueling systems mfr.; steel 
fabricator 


Lau Blower Co. ($7.3) 
Air blower assemblies, ventilating 
fans, and building products mfr. 


Lawson Mfg. Co. 
(Sub. of Wilson Brothers) ($11.8) 
Gas and electric water heaters mfr. 


Ling-Temco Electronics, Inc. ($67.0) 
(Formerly Ling-Altec Electronics, 
Inc.) Soph 
Super power transmission equipment, 
vibration and acoustics test equip- 
ment, airborne antennas, automatic 
controls, instrumentations, sound and 
communication systems, missile, and 
military aircraft assemblies, etc., mfr. 


Acquired Unit 
Description and Assets in Millions 


Western Stoneware Co. (over $.5)* 
Kitchen pottery, housewares, jugs, 
thermos jug liners and containers mfr. 


U.S. Coffee & Tea Co. (over $.1)* 
(Control of) 
teas coffees, spices and condiments 
mfr. 


Jacobs Pharmacy Co. (over $.1)* 
Pharmacy chain stores operator, and 
toilet preparations mfr. 


Burgess Envelope Co., Inc. (v.a.) 
Envelopes mfr. 


Gibbs Mfg. & Research Corp. (over 
$1.0)* 


Electronic equipment, organs, test 
equipment, frequency standards, mis- 
sile components, etc., mfr. 

American Aerophysics Corp. (n.a.) 
Molded and laminated plastic prod- 
ucts mfr. 

American Can Co, — 

(Pittsburgh Plastics Div. of) (n.a.) 


Hawaiian Village Hotel (n.a.) 
(Purchased from Kaiser-Burns De- 
velopment Corp.) 

(Affiliate of Kaiser Industries Corp.) 

Good Val Stores (n.a.) 

Women’s apparel chain operator 


Mentzer Bush & Co. (n.a.) 
Catholic texts publisher 


Navaco Inc, (over $.5)* 
Aluminum awnings and carports mfr. 


Aluma Craft Boat Co. (over $1.0)* 
(Affiliate of Flour City Ornamental 
Iron Co.) 

Aluminum and fiber glass sport and 
pleasure boats mfr, 

Poston-Herron Brick Co. (n.a.) 

Face bricks mfr. 


Alico Land Development 
(Phosphate deposits, Polk County, 
Fla. of) ($1.0) 2 

North American Electronics, Inc. (n.a.) 
(51% interest in) 
Diodes and other semiconductor de- 
vices mfr. 

Jennings Radio Mfg. Corp. (over $1.0)* 
High power vacuum capacitors and 
switches mfr. 


Davend Automatic Cafeterias (n.a.) 


Moore & Co., Inc. (over $.3)* 
Pharmaceuticals mfr. 


Tyler Printing Co. (n.a.) 
Color lithographer 

Texas Business Developments, 
(n.a.) 


Ted Prutsman Defrosto Mirrors, Inc. 
(Certain assets of) (n.a.) 


Inc. 


Meier Electric & Machine Co., Inc. 
(over $.1)* 
Exhaust, attic and ventilating fans, 
and propellers mfr. 

EverHot Heater Co. (over $.3)* 
(Purchased from Temprite Products 
Corp.) 

Water heaters mfr. 

National Aeronautics & Space Engi- 
neering, Inc. (7.a.) 

Missile base engineering consultants 


1 Purchase price, Standard Corp. Records-Daily News Section, Jan. 13, 1961 
2 Purchase price, The Wall Street Journal, February 7, 1961 
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Acquirer 
Description and phases in Millions 


Acquired Unit ; 
Description and Assets in Millions 


Litton Industries, Inc. ($83.3) 
Electronic components, equipment, 
systems, and office business machines, 
mfr. 


Lunn Laminates, Inc. ($.8) q 
Products from glass fibre reinforced 
plastics mfr. 


G. B. Macke Corp. ($5.6) 
Vending machines operator 


Marquette Cement Mfg. Co. ($88.8) 
Portland and masonry cements mfr. 
and sand distributor 


McKay Machine Co. ($13.8) 
Auxiliary rolling mill machinery, sheet 
zeta processing equipment, etc., 
mfr. 


Arthur G. McKee & Co. ($27.2) } 
Engineering and contracting service 
operator 

Microdot Ine. ($1.5) 
Microminiature connectors, 
transformers, etc., mfr. 

Midwest Steel Corp. 

(Sub. of National Steel Corp.) ($848.7) 
Steel producer 


Miller’s, Inc. (n.a.) 


cable, 


Monsanto Chemical Co. ($977.3) 
Chemicals and allied products mfr.; 
integrated oil producer 


G. C. Murphy Co. ($110.2) 
Variety store chain operator 


National Distillers & Chemical Corp. 
($508.6) 


Alcoholic beverages, chemicals, and 
feed products mfr. 

Nautec Corp. 
(Formerly Motor Products Corp.) 
($16.9) 


Diversified products mfr. 

New York Air Brake Co. ($30.5) 
Railroad air brakes, hydraulic pumps 
for aircraft controls, motors, valves, 
ete., mfr. 

Pacific Industries, Inc. ($90.1) 

Rice processor; ship repairing and 
conversion, home heating equipment 
and leather goods mfr.; motion pic- 
ture and television film processor 

Palm Beach Co. (over $1.0)* 

Boys’ and youths’ clothing mfr, 

Pearson Corp. ($.7) 

Glass fiber pleasure boats mfr. 


Premier Industries, Inc. (n.a.) 


Raytheon Co. ($225.8) 
Electronic and communications equip- 
ment mfr. 


Reeves Soundcraft Corp. ($5.3) 
Magnetic recording tape and blank 
dise records mfr. 


Republic Graphies, Inc. (n.a.) 


Rock-Ola Mfg. Corp. ($5.3) 
Coin-operated phonographs mfr. 


Royal Industries, Inc. ($6.3) 
Aircraft, armament and missile com- 
ponents, digital control units, and 
amplitudes mfr. 
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Science Research Associates, Inc. 
(Applied Communication Systems 
div. of) (n.a.) 

Audio-visual training equipment mfr. 


A. Kimball Co. (over $1.0)* 
(Sub. of United Shoe Machinery 
Corp.) . : 
Punshed and printed retail price tags 
mfr. 

Mariner Laminates (n.a.) 
Fiberglass laminated lifeboats and 
other marine life saving equipment 
mfr. 


Virginia Cigarette Service Corp. (n.a.) 


Cigarette Vending Corp. (n.a.) 
Vendepack of N. C., Inc. (n.a.) 


North American Cement Corp. 
(Assets of) (n.a.) 
Cement, commercial crushed stone, 
limestone, liming potash material, 
and metal mesh mfr. 
Berkeley-Davis, Inc. (over $.1)* 
(Affiliate of Federal Machine & Wel- 
ders) 
Bib machinery and positioners 
mfr. 


Western Knapp Engineering Co. (n.a.) 
(Affiliate of Western Machinery Co.) 


Spectralab Instruments Co. (n.a.) 


H. K. Porter Co., Inc. (Del.) 
(Trackwork div. of) (n.a.) 


Rich's, Inc. 
(Knoxville, Tenn. store of) (7.a.) 


Chemstrand Corp. ($253.0) 
(Increased ownership to 100% by pur- 
chase of 50% interest in) 
Purchased from American Viscose 
orp.) 
Nylon and acrilan producer 
Geocentrics, Inc. 
(Assets of) (n.a.) 
Geodesic foam materials for geodesic 
domes mfr. 


Cobb Department Stores, Inc. 
(Department store of, Lubbock, Tex- 
as) (n.a.) 


Wisconsin Farmco Service Co-operative 
(Mixed dry fertilizer plant, White- 
water, Wis., of) (n.a.) 


Ivy Hill Lithograph Corp. (n.a.) 
Record album covers and promo- 
tional advertising materials mfr. 


Feedback Controls, Inc. (over $.1)* 
Computers and digital controls mfr. 


Grove Furnace Co. (over $.1)* 
Air conditioning equipment, gas fur- 
naces, and heat pumps mfr. 


Samuel W. Peck Co. (n.a.) 
(Sub. of Morris Asinof & Sons, Inc.) 


Aeromarine Plastics Corp. (n.a.) 
Glass fiber boats mfr. 


E. C. Publications, Inc. (n.a.) 
Satirical comic book publisher 


Trans-Sil Corp. (n.a.) 
(50% owned by FMC Corp.) 
High power silicon rectifiers mfr. 


Alloy Surfaces Co. (n.a.) 
Chromium diffusion process for steels 


Guardian Printing and Litho Corp. 
(n.a.) 


Williams Electronic Mfg. Corp. 
(Industrial Vending, Inc. (7.a.), 
Trilex Engineering, Inc. (n.a.), and 
Merchandise Vending Div. (n.a.), 
divs. of) 

(Sub. of Consolidated Sun Ray, Inc.) 


Dublin Industries, Inc. (n.a.) 
Enclosures for nuclear materials han- 
dling mfr. and nuclear analytical 
systems developer 


Acquirer 
Description and Assets in Millions 


C. F. Sauer Co. (over $.5)* 
Mayonnaise, salad dressings, 
extracts, and spices producer 

Stankolls, Inc. 

(Sub. of Standard Kollsman Indus- 
tries, Inc.) ($44.8) 

TV and FM radio tuners, airplane 
and missile guidance systems parts, 
etc., mfr. 

Sheraton Corp. of America ($273.4) 
Hotels operator 

Siegler Corp. ($41.0) 

Electronic and aerospace components 
mfr. 

T. L. Smith Co. ($4.4) 

Concrete mixers, construction equip- 
ment, road building machinery, laun- 
dry machinery, etc., mfr. 

sai ie & French Laboratories 


Ethical pharmaceuticals mfr. 
Son-Mark Industries (n.a.) 


oils, 


Sprague Electric Co. ($47.5) 

Fixed capacitors for electronic and 
electric equipment, printed circuits, 
radar pulse networks, resistors, etc., 
mfr. 

Stanley Home Products, Inc. ($33.3) 
Brushes, mops, toilet articles, vita- 
mins, baby oil, and similar items mfr. 

Star Market Co. ($14.3) 

Supermarkets operator 

Suburban Gas ($14.6) 

Liquefied petroleum gas distributor 

Telex, Inc. ($4.0) 

Miniature electronic components mfr. 


Texstar Corp. ($8.5) 
Oil and gas lands developer; glazed 
ceramic tile, and plastic windshields, 
windows, and bubbles mfr. 

Textron, Inc. ($218.7) 
Textiles, metals, electronic products, 
and machinery mfr. 


hse kr mI & Engineering Corp. 
8.1 


Production tooling designer and fab- 
ricator 


Top Co. (n.a.) 


Tubular Micrometer Co. (over $.5)* 
Precision optical mechanical and elec- 
tronic measuring tools and instru- 
ments mfr. 

United States Steel Corp. ($4,559.1) 
Integrated steel producer; bridges, 
buildings, etc., fabricator and erector; 
steel pipes, oil well drilling equip- 
ment, etc., mfr. 

Vinco Corp. ($4.2) 

Tolerance mechanisms mfr. 


Voi-Shan Industries, Inc. ($13.3) 
Aircraft and missile fasteners and 
builders hardware mfr. 


W. B., Inc. 

(Sub.of MSL Industries,Inc.) ($10.9)! 
Ferrous and nonferrous bolts, nuts, 
etc., importer and distributor; indus- 
trial fasteners mfr. 


Western Industries, Inc. (over $1.0)* 


Parking lot and railroad equipment 
mfr. 


Western Publishing Co. ($56.6) 
Juvenile books producer and pub- 
lisher; children’s games mfr. and 
distributor 


Zale Jewelry Co. ($41.9) | 
Retail jewelry store chain operator 


Acquired Unit 
Description and Assets in Millions 


Famous Virginia Foods Corp. (n.a. 
Pickles, mincemeat, plum pud ing, 
condiments, etc., producer 

Beppe: Inc. 

(Certain assets of the automatic — 
electric blanket and electric heating | 
pad business of) (n.a.) 


Waly ve bg tw 


Bancroft Hotel (Worcester, Mass.) (n.a.) 


Jack & Heintz, Inc. ($14.5) : 
Products for ees aviation, and” 
industrial fields mfr. 


L. O. Gregory Mfg. Co., Inc. (n.a.) 


Julian Laboratories, Inc. (n.a.) 
Steroids mfr. 


Spaulding Industries, Ine. (n.a.) 
Plastic dinnerware and associated 
items mfr. 

Northern Berkshire Mfg. Co. (n.a.) 
Rubber stamps and rubber printing); 
plates mfr. 


Paul D. Newton & Co. 
(Peggy Newton cosmetic div. of) 
(n.a.) 

Dan’s Markets (Kittery, Me.) (n.a.) 
Supermarkets operator 

‘Ge Swe Gas Co. (Ludlow, Ky.) 
n.a 

Lumen, Inc. (less than $.1)* 
Electronics amplifiers, electrical, and? 
mechanical engine and generator con: | 
trols mfr. | 


Desert Ceramic Corp. (n.a.) 


3 


= 


Modern Optics, Inc. (over $1.0)* 4 
Bifocal and trifocal spectacle lenses® 
mfr. 


Young Steel and Wire Corp. | 
ee Metals Products div. of) 
n.d. + 


Barre Wool Combing Co. Ltd. (n.a.) 
(Affiliate of Amerace Corp.) 
Wool and synthetic fibers comber 


George Scherr Co., Inc. (less than $.1) 
Precision tools and optical measuringy| 
and metallurgical equipment mfr. anc’ 
distributor 


Minerals Materials Co. 


(Iron ore properties, 
(n.a.) 


Nevada, 0! 


Scanoptic Ine. (n.a.) q 
Research, developer and mfr. of optit 
cal instrumentation devices 

Michigan Magnetics, Inc. (over $.1)* ~ 
(80% of the outstanding stock of) 
Magnetic tape recording heads mfr, 


Wisconsin Bolt & Nut Co. (n.a.) 


C. J. Anderson & Co. (over $.1)* 
Elevator controllers mfr. 


Q. & C. Co. (over $.1)* 
Railroad equipment mfr. 

Capital Publishing Co., Inc. (n.a.) 
Activity books, games, and kits for O 
children marketer : 


Wiss Sons, Inc. (New Jersey) 
Jewelry stores operator 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1961 


1 Includes the assets of Wisconsin Bolt & Nut Co. 


ay 
a 
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BUSINESS RECORE 
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Selected Business Indicators 


Chartbook : ‘ 1961 1960 
Pages* Series Unit eee 
August ~ July r June August 
Industrial production 
EL Otals 5 ccs eutcyeemae Phooosasdoocdoendans aco cee 1957=100 § 112.8 112.1 110.4 108.4 
1 Durables manufacturing HOC moS Cake bp.code pees 1957=100 S 108.3 107.4 105.3 103.7 
Nondurables manufacturing..................... 1957=100 S 119.2 118.8 117.6 114.8 
Mining ae ee. g0 0 0 Dua Ae aha Reena wre: 1957=100 S 99.1 98.2 98.0 98.0 
ELCHIRETSS Meee meee ey uatin ne ccicice ean ee Rete toe bleh oa 1957=100 S 133.0 133.5 131.2 125.3 
Wholesale prices — 
FAUSCOMMOGIClEs sy Meats wae ele eae Neds ee 1947-49 = 100 119.0 118.6 118.2 119.2 
4 Farm products........... Ricca ail ct atest co oxen ered + 1947-49 = 100 88.8 87.1 85.1 86.6 
Processed foods. . Cidip cIpab chop olpinciino conti dota 1947-49 = 100 108.2 107.5 106.7 107.8 
Industrial commodities!....................0000- 1947-49 = 100 127.4 127.4 127.4 128.2 
Consumer prices 
UUNECINS tae eRe tee cee Mee cc Sa wesc eee 1947-49 = 100 128.0 128.1 127.6 126.6 
5 MOOG iikis lose osx 9 Ayr a Dhishd Ox OEIC AMEN: Oe CaN RC 1947-49 = 100 121.2 122.0 120.9 120.1 
AllVother;commodities.......%... c:cccns eves cence 1947-49 = 100 116.1 116.0 115.6 115.5 
Rent<n0.0% Poc.g Gh Snodo die oge bo ldheoaip.08 dud 1947-49 = 100 143.6 143.6 143.5 141.9 
llvother Senvicesia ok» s dteie os ss vals Coens be ck 1947-49 = 100 155.4 155.2 155.0 152.5 
Prices received and paid by farmers 
6 Prices received Bret fevaa ata repeaenclaig old aeihtove,.s, 3) a eRe te eh 1910-14=100 241 237 234 234 
Prices paid? mutates hcottclstaWtarter ahepay eae hate bate ss; alsayia etait evade pinweNens 1910-14=100 301 300 300 298 
RaritysrAtioler amen. «iso R RN bcd cic 2 Saale conte 1910-14=100 80 79 78 79 
Employment and unemployment‘:> 
Civilian labor force: unadjusted................- Thousand persons 73,081 73,639 74,286 72,070 
7 Civilian labor forcenadjusted ) os. save cose avs ek be Thousand persons S 71,789 71,633 72,404 70,796 
Civilian employment: unadjusted...............- Thousand persons 68,539 68,499 68,706 68,282 
Civilian employment: adjusted.................- Thousand persons S$ 66,998 66,763 67,293 66,747 
Unemployment:rate’ass ea ee ce eee ee %S 6.9 6.9 6.8 5.8 
Nonfarm employment 
(OES) MDE 3. SR Ue rien aa ene Thousand persons S 53,132 53,078 52,949 53,046 i 
8 IManutactiuning ee. oo ash. fi ole eraebntein Thousand persons S$ 16,067 16,088 16,048 16,265 
INGDMANUTACtUTING 240. Sake sioc le econ. come iwleustectiese 6 « Thousand persons S$ 37,065 36,990 36,901 36,781 
Factory production workers in durables........... Thousand persons S 6,724 6,762 6,702 6,875 
Factory production workers in nondurables....... Thousand persons S 5,219 5,212 5,231 5,283 
Labor market conditions 
Help-wantedtindex s,s esos leis: aoe wis seus. es caseneoneehs 1957=100 S$ 86.1 82.6 83.8 89.4 
9 Unemployment rate’. 00. ......hesennesveeccees %S 6.9 6.9 6.8 5.8 
IN COOSSION Tate men cis sre AER eo tra a seanevaline psa aM erwnai's S n.d. 2.9 3.3 2.76 
avottsratente ete ere eee Manatee ene S n.d. 231 1.8 2.50 
Average weekly earnings of production workers 
10 Average weekly, Carnings). cls 4 esi: operstacusuavoresese ae. Dollars 93.83 94.00 94.24 90.35 
wAverage:weeklyaNOUrsi cise eck as ol cuie tr deeias miei. 4 Hours 40.1 40.0 40.1 39.8 
IAVerage hourly Garmitigsiicns sie siete meets evel ei Dollars 2.34 2.35 2.35 2.27 
Personal income 
PGC ALS eee PR ce cin cepa me Avandia oe oh aeao a Billion dollars S A 419.3 421.2 417.3 405.2 
1] aD OU COME IOP iin Sue EE eos scab ane tan’ Billion dollars S A 293.9 293.4 291.7 284.1 
@cherincome-s asec. oc tate aches ere es wins wae Billion dollars S A 135.1 137.7 135.3 130.2 
Urangtetipay GiCHtss seagek visas nee te csnne wou wile sets Billion dollars S A 32.4 35.2 33.0 29.3 
Instalment credit'® 
LDS ATA CING S es ire a NORPRO CRIT ROR NCA CROCCO Ca Bo Million dollars S 4,081 3,961 4,116 4,072 
14 Aer InC Heater e eb ee ews et cic einen Mant Million dollars S 4,055 4,035 4,016 3,918 
Changelinvoutstandings ns. .: oss nesses dean oo Million dollars S 26 —74 100 154 
STO UNtELOUCSEATICING ej me aie ache eek wis even vsiet te Million dollars 42,636 42,457 42,441 42,378 
New construction® 
Rotalheprenucccter sire ey Mie ani oie te eevee ain teusheum.o (olate Million dollars S A 57,841 57,154 57,615 55,837 
1 PL otalbnrl vate iene mierines o/eietaxe. lata Nciciowes at Million dollars S A 41,183 41,291 40,737 39,474 
8 otal publichy sweyecho societies cr eke ais ciate ss onsets Million dollars S A 16,658 15,863 16,878 16,363 
Private nonfarm residential. ...........-.00eeeee Million dollars S A 23,262 23,233 22,680 22,448 
Priva tevnionrestdentialein « si sie ile cress 6 isledisiake) ain slot Million dollars S A 10,629 10,608 10,584 10,061 
Business sales and inventories 
1 MotaltinventOries!? sa. snay vaca. oh aoe sl saws santas Million dollars S 92,100 91,800 91,500 93,300 
9 pLOtaltcalesmenereey vette otek. cre eteter here nets Benne 8 susye SEK Million dollars S 62,900 61,700 61,900 60,700 
Inventory-sales ravlonennn hiciiariared ee * 1.46 1.49 1.48 1.54 
Retail trade: sales and inventories* 
IVETICORIES a5 Sect cian ate vey ates ie uneerncneteeet Ae eyes ays Million dollars S 24,510 24,720 24,590 25,200 
EPC esas 1.88 ete Nog Mccis oie n Cnty bg eee Million dollars S 18,116 18,069 18,199 18,201 
Inventory-sales ratio: Durables......... Saino * 1.97 2.01 1.98 2.02 
Inventory-sales ratio: Nondurables.............-. * 1.08 1.08 1.07 1.09 
Manufacturers’ sales and inventories 
TNVENCOLES Neate Oe etic as ea ca ile eee Million dollars S 53,990 53,550 53,360 54,980 
21 Sales MEE FO RE fra ei oe Million dollars S 31,590 31,160 30,900 30,150 
Inventory-sales ratio: Durables...........+.+++5: * 2.03 2.05 2.06 2.22 
Inventory-sales ratio: Nondurables..............- * 1.41 1.42 1.43 1.46 
Merchandi orts and imports 
Expotta are apt aneu des ets r Be hey eer era ero ACEC SONIC ae Million dollars S n.d. 1,707 1,591 1,736b 
22 iBaaboformisiy Bes QBS o ao cite oietn rola cee cack NOercNS Ginko ose Million dollars S n.d. 1,371 1,181 1,2585 
Exportrsurplus ian occ cane Scion isis anmimis css b Million dollars S n.d. 336 410 4786 


Federal budget receipts and expenditures 


23 Defense expenditures... 20... .0ce ses ce es en eennee Million dollars 3,756 3,179 4,048 3,609 
For quarterly data see below 
d 
pence pat Scat ery Sie Oe Parr micas, ceekaes ... Billion dollars 258.6 259.2 255.7 242.7 
24 Demand deposits adjusted and currency”......... Billion dollars S 141.4 141.6 eee aie 
Deposit turnover: New York City.........++.++. TT SA fait cae nee eee) 
Deposit turnover: 337 other centers.........++.++ TTS A : : : 26. 
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Selected Business Indicators (Continued) 


Chartbook 


Pages* Series 
Bank loans, investments and reserves 
Loans). 5) ana SAN en aerate anne ier eee 
25 Tnvestments ye feo ic ee Oe ee 


CxT Biiloatig Sheer cae ap eae treehouse eee 


Interest Rates 
Corporate'Aaa Bonds). 2%) sett ists seis ss selene 
26 Commercial paper, 4-6 months.................. 
Government Securities: Long-term bonds......... 
Government Securities: 3-month bills............. 


Diffusion index 
7 Diffusion indexarcSeen eee ee eae tion nieces 
Diffusion “index, ‘cumulative. «3. 5.6.5 ssleeee + cuns 
Industrial'production), nisceie sek ne ctl sey be ee 


Eight sensitive business indicators 
Housing starts, private nonfarm................. 
Commercial, industrial building contract awards... 
INew orders, durables ree cto rane ete cee 
28 Average: work Weeki o\. 10 jms pistes © 3 arate aby ohare 
Raw materials prices). <.46 .ccreustun save evel Glo aire enetee 
Stock prices; composites, aac ly et pee one 
Net change in operating business'?............... 
Business failures, liabilities. vie2 17. ee cece cne 


Chartbook 


Pages* Series 


Gross national product 
y) Total ct 25. cp ayela vos ni Atoeneie ele erect uote nese Siete eer eats 
Change in business inventories.................. 
Final demand il, Wk sccm donee ee ae 


Components of gross national product 
Personal consumption expenditures.............. 
3 Gross private domestic investment............... 
Net exports of goods and services................ 
Government purchases of goods and services...... 


Disposition of personal income 
Personal income). -\. 3 hea Soe ee eee 
1 2 Disposable personalincome. saascrutle oe «seine 
Personal consumption expenditures.............. 
Saving as per cent of disposable personal income... . 


Billion dollars S 
Billion dollars S 


1961 1960 
Unit SS 
August ~ July r June August 
Million dollars 100,379 100,098 100,603 97,523 
Million dollars 70,471 70,795 68,072 61,064 
Million dollars 37,632 37,656 37,949 38,090 
Million dollars 538 530 549 247 
% per annum 4.41 4.41 4.33 4.28 
% per annum 2.92 2te 2.91 3.34 
% per annum 4.00 3.90 3.88 3.79 
% per annum 2.402 2.268 2.359 2.286 
ttt 2.50 2.50 2.50 —1.08 
ttt 33.37 30.87 28.37 44.19 
1957=100 S$ 112.8 112.1 110.4 108.4 
Thousand units S$ A 1,291 1,313 1,351 1,335 
Thous. sq. ft. fl. sp. S 41,576 35,235 34,818 41,066 
Million dollars S 15,560 15,030 14,920 14,410 
Hours S$ 40.0 40.1 40.0 39.7 
1947-49 = 100 85.0 84.5 84.0 85.4 
1941-43=10 67.79 65.44 65.62 56.51 
Thousand firms $ 15 (11Q’61) 10(1Q'61) 5(I1V Q’61) 20(II Q'60) 
Thousand dollars S 115,385 71,307 83,828 109,656 
1961 1960 
= II I IV II 
Quarter Quarter Quarter Quarter 


516.1 500.8 504.5 506.4 
2.8 —4.0 19 5.4 


Discretionary income 
Discretionary income....4: esis anes selene 
Discretionary, fund)... .!seucste pins aise te one siete a 
13 Per cent changes over previous period: Personal dis- 
posable Income 6c ces aaewes a wisi chee eee 
Per cent changes over previous period: Discretionary 
VA COME io Bi anece alc fe: svar anne navel rel ele Payee neon 


Corporate profits!’ 
Net; before taxesis<, 5 chido cat us © retuue onle Ce eines 
1 5 Taxliability. 2; A tsnsryk Boece ae yees pee tent 
Net ‘profits’ 22.3 caccan Sue scien ei mane 
Dividend payments): <i) etcieies oso te eee 
Retained earnings..f 5. sakes ccs de mee ae 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


A 

A : 
Billion dollars S A 513.3 504.8 506.4 501.0 
Billion dollars S A 336.1 330.7 332.3 329.9 
Billion dollars S A 68.8 59.8 65.6 74.6 
Billion dollars S A 3.9 5.3 5.1 2s 
Billion dollars S A 107.3 105.0 101.6 99.6 
Billion dollars S A 413.4 404.7 405.4 403.1 
Billion dollars S A 361.8 354.3 354.9 352.7 
Billion dollars S A 336.1 330.7 332.3 329.9 
Per cent 7A 6.7 6.4 6.5 
Billion dollars S A 125.5 119.5 120.3 123.9 
Billion dollars S A 173.5 166.2 169.2 176.2 
Per cent 2.1 =—3052 0.1 2.0 
Per cent 5.0 —0.7 —1.8 1.6 


Business expenditures for plant and equipment 
Totals oo Soa Ree a siete eee eine oes oe eee 
16 Manufacturing. fan wert O keke eee 
Nonmanufacturing: Public utilities............... 
Nonmanniacturing:| Others sc .10. sone esleianiirena 


Billion dollars S 


Billion dollars S 
Billion dollars S 


Capital appropriations 
APPFopriations winic5 aa dawn etme sean etee 
1 7 FEOxpendit uresy ate fo. 0. sci: occ) pelt eel. Green ere Renee chen 
Change in;backloge?®.. Seve ie ten eee 
New appropriations: Durables................... 
New appropriations: Nondurables................ 


Federal budget receipts and expenditures 
Receipts ss ais uw whe othe eee eae ee oe e 
23 Expenditures’, 45 %\. «00, covert e we abel Ue oe na ae 
Sitplus:or deficit... ...:\.).dcak eee eae 
For monthly data see above 


Sources: Federal Reserve; Peper useat of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; B. K. Davis & Bro. Advertising Service; Securities and 
Exchange Commission; Treasury Department; Moody’s Investors Service; F. W. 
Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National 
Bureau of Economic Research; Toe ConreRENCE Boarp 


1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. # Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. 5 Includes data 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in 
1960 for retail trade. § Unemployment as per cent of labor force. 7 Includes nonproduc- 
tion workers. § Excludes personal contributions to social security included in compo- 
nents. Includes wages and salaries and ‘other labor income.” 1° Includes data for 
Alaska and Hawaii, beginning with January and August, 1959, respectively. !! Exten- 
sions minus repayments. 12 End of period. 3 Excludes Department of Defense ship- 
ments. 4 Privately held; includes demand and time deposits adjusted to exclude U.S. 
Government and interbank deposits, and currency outside banks. 15 All member 
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Billion dollars S 
Billion dollars S 
Billion dollars S 


A 
A 
A 
A 
A 
A ; : : ” 
Billion dollars S A 13.50a 13:75 14.40 14.70 
A 
A 
A 
A 
A 
Billion dollars S A 
A 


Billion dollars S 1.00 1.19 1.00 
Million dollars 22,341 19,907 16,766 22,505 
Million dollars 21,567 19,718 20,449 18,626 
Million dollars 7174 189 — 3,683 3,878 


banks; loans and investments, Wednesday nearest end of period; net free reserves, 
average of daily closing figures. © Commercial, industrial and farm loans of weekly 
reporting member banks; Wednesday nearest end of period. Starting with April, 1961, 
not comparable to earlier data; includes demand deposits due to mutual savings banks 
and to foreign banks. 17 Quarter-to-quarter change. !* Gross national product less 
change in business inventories. 19 All data are before inventory valuation adjustment. 
20 Reflects cancellations, not shown separately. S—seasonally adjusted. A—an- 
nual rate. a—For the III Quarter of 1961, revised anticipated outlays are: 
Total, 34.80; Manufacturing, 13.75; Nonmanufacturing: Public Utilities, 5.95; and 
Nonmanufacturing: Other, 15.10. b—July, 1960 for monthly data. p—preliminary. 
r—revised. * End of month inventory, divided by sales during the month. t Month 
rates per 100 employees. {{ Debits divided by deposits. ttt Diffusion index stated as 
the average duration in months of expansion or contraction. n.a.—not available. 
“ Chartbook of Current Business Trends (revised 1961 Edition), Taz ConrmrENcE 
Boarp, 1961. Copies available to Board Associates on request 


BUSINESS RECORD 


n the September Management Record 


\ Deferred Salary Plan for Management—With taxes at such high 
evels, many executives jump at the opportunity to put off the receipt 
f income for current services until they are in a lower bracket. Re- 
ponding to this need, company after company has installed deferred 
ompensation plans. Most of these arrangements provide for the post- 
yonement of certain extrasalary emoluments, such as special payments 
yr yearly bonuses. A few, however, involve the deferment of base 
alary payments. The latter type of arrangement was recently in- 
talled by a manufacturer-distributor with some 8,500 employees. 
[he article examines the operation of this plan. 


Vv 


spotlight on the Older Population—From 1900 to 1960 the number 
ff persons fifty and over increased three times as fast as the number 
Mf persons under fifty, and the 65-and-over group registered a greater 
yercentage change than any of four younger-age groups. This article 
malyzes the aging of our population and assesses some future trends. 


Vv 


company Military Leave Practices: A Review—How does the impact 
f recent important international developments affect corporate mili- 
ary-leave practices? How will pension plans, profit-sharing plans, 
nd health-insurance programs be treated? To consider these prob- 
ems, The Conference Board has reyiewed company practices during 
arlier periods of crisis. The profile of the various programs of 
nilitary service and their relationship to the manpower needs of in- 
lustry are considered. 


_Foreign-Base Corporations 


A new Conference Board research study, “Organizing Foreign-Base Corporations,” 
recently. in the mails to Associates, provides top management executives. with 
much needed factual information on the nature and role of the “tax-haven” 
subsidiaty in the international operations of United States companies, ‘This 
report (No. 100 in the Studies in Business Policy series) is based on the actual 
fe of 107 companies that have utilized foreign subsidiaries im tax-haven | 
‘jurisdictions for holding, trading, licensing, and other business and Miekinmad 
functions. 
The study offers no blueprint for one base-company operation, a provides 
the business executive with the background knowledge and facts that he needs 
for a realistic appraisal of the base-company concept and the legal and operating 
problems involved in planning and organizing a base-company venture. (A second : 
report, now in preparation, will deal with the operations and management of 
base companies.) Additional copies may be ordered by Associates at $4 each, 
ae Non-Associates may obtain One at $20. 


White additions to knowledge are 
made insmall steps, they soon accumulate 
into giant strides. The Board has designed 
a series of courses to help executives keep 
in step with new and significant develop- 
ments in economic knowledge and tech- 
niques. Over the past two years some 
550 executives from 440 companies 
have participated in this program. They 
have found that the presentation justifies 
putting aside operating responsibilities 
for three days. 


In each of the eight courses offered, 
the focus of attention is on economic 
problems basic to individual firms. For 
the nonspecialist, each course provides 
an effective introduction to a major field 
of current importance. The specialist, on 
the other hand, can enrich his knowledge 
of more recent developments as well as 
discuss his own problems and methods 
with the faculty and with other execu- 
tives faced with similar situations. 


Each course consists of six sessions, 
two a day for three days, led by ex- 
perienced authorities skilled in extract- 
ing business applications from the 
material. Collaborating with these ex- 
perts are the Board’s principal staff 


pubes oe ws pr aly , 
AO EE ss 


specialists in the various fields of eco- 
nomics. Extensive use is made of the 
Board’s research studies and findings 
(both published and in progress) along 
with carefully selected materials from 
other sources. 


Admission to each course is limited, to 
encourage maximum participation on 
the part of the registrants. At least half 
of the scheduled time is allotted to 
group discussion, with further opportunity 
for informal exchange of ideas at 
luncheon. 
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